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DEPARTMENTS  OF  COMMERCE,  JUSTICE,  AND 
STATE,  THE  JUDICIARY,  AND  RELATED 
AGENCIES  APPROPRIATIONS  FOR  1995 


Wednesday,  February  9,  1994. 

FEDERAL  MARITIME  COMMISSION 

WITNESS 
WILLIAM  D.  HATHAWAY,  CHAIRMAN 

Mr.  Moran  [presiding].  This  is  the  first  hearing  of  the  entire 
Commerce,  Justice,  State,  and  the  Judiciary  appropriation  bill,  and 
we  chose  deliberately  to  kick  it  off  with  the  Federal  Maritime  Com- 
mission, so  we  could  start  on  a  good  foot. 

The  request  is  for  $18,700,000.  This  is  a  decrease  of  $200,000 
below  the  amount  that  was  appropriated  for  the  current  fiscal  year. 
We  are  going  to  put  all  of  your  justifications  into  the  record.  Not 
that  we  wouldn't  like  to  read  them  all,  but  I  think  it  is  sufficient 
that  those  be  available  for  posterity. 

[The  justifications  follow:] 
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Mr.  MORAN.  We  have  with  us  today  former  Senator  William 
Hathaway,  who  is  the  Chairperson  of  the  Commission,  a  very,  very 
distinguished  statesperson  who  served  for  many  years  in  the  Unit- 
ed States  Senate.  Mr.  Chairperson,  would  you  like  to  give  us  some 
introductory  remarks? 

Mr.  Hathaway.  Sure.  Thank  you,  Mr.  Chairman. 

It  is  a  pleasure  to  be  here  with  you.  If  I  voted  in  Virginia,  you 
would  be  my  Congressman,  but,  unfortunately,  I  still  vote  in 
Maine.  But  you  would  have  my  vote. 

Mr.  MORAN.  Thank  you.  Well,  I  actually  have  property  in  Maine, 
and  so  it  is  good  enough  that  you  vote  there. 

Mr.  Hathaway.  With  me  is  Frank  Ivancie,  one  of  our  other  two 
Commissioners.  Mrs.  Hsu,  the  other  Commissioner — we  have  only 
three  on  board  at  the  present  time — is  out  on  the  west  coast  be- 
cause of  illness  in  her  family.  Also  here  are  various  members  of  my 
staff  that  you  met  before  we  began. 

As  you  mentioned,  Mr.  Chairman,  our  President's  budget  request 
is  $18,700,000.  This  is,  as  you  know,  a  pretty  bare  bones  request. 

We  at  first  thought  we  were  going  to  have  222  FTEs,  a  reduction 
of  three  from  our  1994  level  of  225.  It  turns  out  that  we  are  going 
to  have  208,  and,  actually,  with  the  amount  of  money  that  we  have, 
we  will  only  be  able  to  fund  205.  We  won't  be  able  to  have  any  pro- 
motions or  awards.  We  will  have  to  cut  back  severely  on  travel  and 
training.  We  won't  be  able  to  purchase  furniture  or  ADP  equip- 
ment. 

Mr.  Chairman,  we  have  an  operational  budget.  We  don't  have 
any  money  for  R&D.  We  don't  have  any  money  for  grants.  So  we 
can't  say  we  could  easily  cut  back  on  R&D,  and  we  could  easily  cut 
back  on  grants.  We  don't  have  that  option.  Ours  is  just  operational. 
So  you  have  to  pay  the  rent  and  buy  the  pencils  and  the  books  and 
the  rest  of  the  things  that  we  need  just  to  get  along  to  carry  out 
our  mission. 

I  just  wanted  to  briefly  mention  the  highlights  of  some  of  the 
things  that  we  do. 

In  the  foreign  field,  for  example,  we  do  protect  carriers  of  the 
United  States  against  discrimination  by  foreign  countries.  And  we 
have  been  very  fortunate  in  this  regard,  particularly  over  the  last 
few  years — in  fact,  ever  since  the  Commission  has  been  in  exist- 
ence. 

In  the  recent  past,  we  have  had  actions  against  Japan,  China, 
Korea  and  Taiwan,  and  the  Japanese  matter  has  been  resolved  and 
is  now  on  the  back  burner.  All  of  the  other  matters  have  been  re- 
solved to  the  satisfaction  of  the  carriers  involved.  We  still  continue 
to  monitor  them,  but  we  have  been  very  successful  in  that  regard. 

As  you  know,  one  of  our  missions  is  tariff  filing,  and  you  met  Mr. 
VanBrakle  who  is  here,  who  is  the  head  of  our  tariff  department. 
Now  we  no  longer  have  paper  tariffs,  but  we  have  automated  tariff 
filing.  That  was  instituted  in  February  of  1993,  and  we  had  a  final 
date  for  everybody  to  file  their  tariffs  by  the  31st  of  December  of 
last  year. 

We  were  fortunate.  By  January  of  this  year,  almost  2,700  tariffs 
had  been  filed.  Not  all  of  them  were  in  on  the  December  31st  date. 
We  have  one  show  cause  order  done,  and  we  will  have  some  others 
out  in  order  to  get  the  remaining  tariffs  in.  But  we  estimate  that 
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those  remaining  to  be  filed  will  probably  total  only  600  or  700  tar- 
iffs. So  this  has  worked  out  very  well.  It  has  taken  a  lot  of  time 
and  effort  on  behalf  of  many  members  of  the  Federal  Maritime 
Commission  to  bring  this  about. 

We  are  also  beefing  up  our  investigatory  activities.  We  are  active 
in  the  Caribbean,  in  the  Mediterranean  and  South  America. 

Mrs.  Hsu  just  conducted  what  we  call  Fact  Finding  20  to  deter- 
mine whether  the  allegations  by  NVOs  and  shippers'  associations 
that  they  were  being  discriminated  against  by  some  of  the  carriers 
were  accurate.  It  turned  out  that  there  may  have  been  some  dis- 
crimination, but  it  wasn't  serious  enough  to  bring  any  actions 
against  them.  However,  we  have  asked  several  of  the  carriers  to 
furnish  us  with  information  with  respect  to  service  contracts:  ones 
that  were  granted,  ones  that  were  refused,  why  they  refused  them, 
what  there  have  been  over  the  years.  And  they  will  keep  that  up 
for  a  couple  of  years  and  we  will  stay  right  on  top  of  that. 

In  addition  to  that,  as  you  know,  carriers  who  want  to  get  to- 
gether file  agreements — those  who  want  to  form  conferences,  all  of 
those  agreements  have  to  be  filed  with  the  Federal  Maritime  Com- 
mission. We  have  to  look  them  over  because,  under  the  1984  Act, 
we  can't  really  reject  them  as  we  did  in  the  past. 

With  the  1984  Act,  we  have  about  a  45-day  period,  unless  we 
have  some  reason  to  ask  for  more  information.  Otherwise  agree- 
ments automatically  go  into  effect  within  45  days  of  filing. 

One  of  the  agreements  that  we  have  been  monitoring  very  care- 
fully recently  is  the  Transatlantic  Agreement,  or  TAA,  which  many 
of  the  shippers  have  been  objecting  to.  We  have  not  received  any 
documented  evidence  sufficient  from  the  shippers  as  yet  to  proceed 
under  section  6(g)  of  the  1984  Act  to  go  ahead  and  get  an  injunc- 
tion against  this  agreement.  Nevertheless,  we  monitor  it  continu- 
ously. 

Also,  we  monitor  very  carefully  the  controlled  carriers  in  the  con- 
trolled carrier  program,  and  the  domestic  offshore  program  where 
we  do  have  sort  of  a  quasi-rate-making  authority.  That  is,  if  a  gen- 
eral rate  increase  is  asked  for,  we  can  determine  whether  or  not 
it  is  reasonable.  That  is  as  close  as  we  get  to  really  setting  rates 
unless  you  want  to  include  our  authority  under  section  6(g)  as  a 
rate-setting  mechanism.  Actually,  section  6(g)  has  never  been  used 
since  it  was  enacted  in  1984  because  we  have  never  had  a  situation 
that  warranted  it. 

We  are  also  active  in  licensing  freight  forwarders,  in  bonding 
NVOs,  and  in  supervising  the  financial  requirements  for  passenger 
vessels. 

Both  Commissioners  Hsu  and  Ivancie  have  been  very  active  and 
both  of  them  travel  to  Europe  to  talk  with  members  of  the  Euro- 
pean Community.  I  think  it  is  important  that  we  stay  in  touch  with 
them  because,  of  course,  they  have  laws  that  are  not  exactly  like 
the  laws  that  we  have. 

As  a  matter  of  fact,  v/ith  respect  to  this  TAA  agreement,  there 
could  possibly  be  a  head-on  collision  between  their  law  and  our 
law,  depending  on  what  decision  they  make  when  they  get  around 
to  making  that  decision.  And  I  think  the  fact  that  Commissioners 
Hsu  and  Ivancie  have  gone  over  there  and  talked  with  them  is 
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going  to  make  our  relationship  with  them  a  lot  better  than  if  we 
maintained  a  distance. 

Also,  Commissioner  Ivancie  has  visited  the  People's  Republic  of 
China,  and  I  am  sure  that  that  was  somewhat  instrumental  in  fi- 
nally reaching  an  agreement  with  the  Chinese  that  has  been  satis- 
factory to  the  carriers.  Of  course,  we  had  the  State  Department 
helping  us  out  in  this  regard  as  well. 

Mr.  Chairman,  let  me  just  wind  up  my  statement  by  saying  that, 
over  the  years,  the  recommended  budget  has  been  above  the  appro- 
priation that  we  received  from  the  Congress  the  year  before.  This 
year,  unfortunately,  the  recommended  amount  that  is  in  the  Presi- 
dent's budget  request,  is  $200,000  less  than  the  appropriation  we 
have  this  year.  We  have  $18.9  million  in  FY  94,  and  they  rec- 
ommended $18.7  million  in  FY  95. 

That  is  just  about  at  the  danger  line.  If  we  went  below  that,  we 
would  have  to  have  terminations  and  lay  off  people.  I  hate  to  end 
my  statement  on  such  a  bleak  note,  but  it's  in  order  to  let  the  Com- 
mittee know  that  we  are  making  every  effort  that  we  can  to  live 
within  the  requested  amount.  But  it  is  going  to  be  extremely  dif- 
ficult. 

Mr.  Moran.  Well,  thank  you,  Mr.  Chairman,  and  I  would  like  to 
pick  up  on  that  bleak  note. 

[The  biographical  sketch  and  prepared  statement  of  Chairman 
Hathaway  follow:] 
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WILLIAM  D.  HATHAWAY 


6707  Wemberly  Way 
McLean,  Virginia  22101 
Home:  (703)  821-3074 


Federal  Maritime  Commission 
800  North  Capitol  St.,  N.W. 
Washington,  D.C.   20573 
Office:  (202)  523-5911 


PERSONAL 


MILITARY 
EDUCATION 

EXPERIENCE 

1953-1964 

1955-1957 
1957-1961 
1965-1972 


1973-1978 


Born  February  21,  1924, 

Cambridge,  Massachusetts 
Married  August  21,  1945  to  Mary  Lee  Bird 
Children  ~  Susan  Louise  Boydston  of 
Cincinnati,  Ohio,  and  Fred  William 
Hathaway  of  Washington,  D.C. 

U.S.  Army  Air  Corps  1942-1946 
Navigator,  discharged  as  Captain 

Boston  Elementary  and  Secondary  Schools 
Harvard  College,  A.B.,  cum  laude  1949 
Harvard  Law  School,  J.D.  1953 


Attorney,  general  law  practice, 
Lewiston,  Maine 

Assistant  County  Attorney. 
Androscoggin  County,  Maine 

Hearing  Examiner.  State  Liquor  Commission, 
State  of  Maine 

U.S.  House  of  Representatives 
Served  on  Education  and  Labor  Committee, 
Merchant  Marine  and  Fisheries  Committee, 
and  Appropriations  Committee 

United  States  Senate 
Served  on  Labor  and  Human  Resources 
Committee,  Banking  Committee, 
Finance  Committee,  Small  Business 
Committee,  and  Select  Committee  on 
Intelligence 
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Chairman  of  the  following  Senate 
Subcommittees: 


Subcommittee  on  Government 
Procurement  of  the  Small  Business 
Committee 

Subcommittee  on  the  Budget  of  the 
Intelligence  Committee 

Subcommittee  on  Alcohol  and  Drug 
Abuse  of  the  Labor  and  Human 
Resources  Committee 

Subcommittee  on  Revenue  Sharing 
of  the  Finance  Committee 

Member 

Advisory  Council  on  Intergovernmental 
Relations  (1977-1978) 

Visiting  Committee,  Harvard 
University  Graduate  School  of 
Education  (1974-1978) 

National  Commission  on  Financing 
Post  Secondary  Education  (1973) 

Chairman  of  the  Senate  Delegation 
to  the  U.S.-Canada  Interparliamentary 
Conference  (1977-1978) 


March  1979-February  1990 


Patton.  Boggs  &  Blow 

Washington,  D.C. 

Of  Counsel,  principally  occupied  with 
rendering  advice  on  legislative 
matters  and  lobbying  the  Administration 
and  Congress  for  various  clients 

Also  adjunct  professor  of  law  at 
Georgetown  Law  Center  (1981-1983) 
and  University  of  Maine  Law  School 
(1982)  (Seminar  on  Legislative  Advocacy) 
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Federal  Maritime  Commission 
Washington,  D.C. 
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Distinguished  Service  Award  of  the  Legislative 
Commission  of  the  National  Education 
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Award  from  Taxation  with  Representation, 
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Association  of  New  England  (1976);  and  the 
Bronze  Key  Award  from  the  Maine  National 
Counsel  on  Alcoholism  (1978) 


HONORARY  DEGREES  (L.L.D.) 


University  of  Maine 
Orono,  Maine 

St.  Joseph  College 
Alfred,  Maine 

St.  Francis  College 
Biddeford,  Maine 
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Colby  College 
Waterville,  Maine 

Admitted  to  practice  in 
Massachusetts,  Maine,  District  of 
Columbia,  Federal  District  Court 
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STATEMENT  OF 

THE  HONORABLE  WILLIAM  D.  HATHAWAY 

CHAIRMAN,  FEDERAL  MARITIME  COMMISSION 

BEFORE  THE 

COMMITTEE  ON  APPROPRIATIONS 

SUBCOMMITTEE  ON  COMMERCE,  JUSTICE, 

STATE,  JUDICIARY  AND  RELATED  AGENCIES 

UNITED  STATES  HOUSE  OF  REPRESENTATIVES 

FEBRUARY  9,  199  4 


Mr.  Chairman  and  members  of  the  Subcommittee,  it  is  a  pleasure 
to  appear  before  you  to  present  the  President's  fiscal  year  1995 
budget  for  the  Federal  Maritime  Commission. 

The  President's  budget  for  the  Commission  provides  $18,700,000 
for  fiscal  year  1995.  This  figure  is  $200,000  less  than  the 
$18,900,000  actually  appropriated  for  FY  1994.  It  reflects  an 
increase  of  $346,000  for  salary  and  benefit  costs,  coupled  with 
reductions  totalling  $546,000  ($25,000  in  travel  expenses,  $310,000 
for  the  Automated  Tariff  Filing  and  Information  ("ATFI")  System, 
and  $211,000  for  administrative  expenses) .  The  Commission's  budget 
is  used  strictly  for  operations,  as  opposed  to  funding  research  and 
development,  grants,  etc.,  and,  consequently,  it  involves  very 
limited  discretionary  spending.  Virtually  all  of  the  Commission's 
budget  is  composed  of  mandatory  or  essential  expenses  such  as 
salaries  and  benefits,  travel,  rent  and  guard  services,  supplies, 
telephone  costs,  on-line  services,  and  printing  and  reproduction 
costs.  These  expenses  are  essential  in  order  for  the  Commission  to 
operate. 

The  budget  also  reduces  the  Commission's  authorized  FTE  level 
from  225  FTEs  in  FY  1994  to  208  FTEs  in  FY  1995.  However,  even 
though  OMB  has  authorized  208  FTEs  for  FY  1995,  we  have  determined 
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that  this  budget  can  provide  funding  for  only  2  05  FTEs  because  of 
the  Commission's  overall  resource  requirements. 

While  this  budget  will  allow  the  Commission  to  do  its  job,  it 
will  be  done  in  a  very  austere  budgetary  environment.  In  order  to 
operate  within  this  budget  and  avoid  furloughs,  in  addition  to 
lowering  our  FTE  level,  the  Commission  will  have  to:  eliminate  all 
promotions,  awards,  and  furniture/equipment  purchases,  including 
ADP  purchases,  and  drastically  reduce  travel,  training,  and  other 
discretionary  expense  items.  This  will  seriously  curtail  the 
Commission's  ability  to  meet  its  statutory  responsibilities. 

The  Commission  is  responsible  for  the  regulation  of  oceanborne 
transportation  in  the  foreign  commerce  and  in  the  domestic  offshore 
trade  of  the  United  States.  The  principle  statutes  or  statutory 
provisions  administered  by  the  Commission  are  the  Shipping  Act  of 
1984,  the  Shipping  Act,  1916,  the  Intercoastal  Shipping  Aot,  1933, 
the  Foreign  Shipping  Practices  Act  of  1988,  and  section  19  of  the 
Merchant  Marine  Act,  1920.  During  fiscal  year  1993,  the  Commission 
engaged  in  numerous  activities  to  fulfill  its  statutory 
responsibilities,  including: 

■    Protecting  shippers  and  carriers  engaged  in  the  foreign 
commerce  of  the  U.S.  from  restrictive  or  non-market- 
oriented  rules  and  regulations  of  foreign  governments 
and/or  the  practices  of  foreign-flag  carriers  that  have 
an  adverse  effect  on  the  commerce  of  the  U.S. 
With  respect  to  this  statutory  responsibility,  one  of  our 
continuing  success  stories  is  the  manner  in  which  we  have  dealt 
with  the  restrictive  practices  of  foreign  governments.  Section  19 
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3 
of  the  Merchant  Marine  Act,  1920,  empowers  the  Commission  to  make 
rules  and  regulations  to  adjust  or  meet  conditions  unfavorable  to 
shipping  in  our  foreign  trades,  and  the  Foreign  Shipping  Practices 
Act  of  1988  authorizes  the  Commission  to  take  action  to  address 
adverse  conditions  affecting  U.S. -flag  carriers  in  foreign  trades, 
which  conditions  do  not  exist  for  foreign  carriers  in  the  United 
States.  We  have  been  extremely  successful  over  the  years  in  using 
our  authority  under  both  statutes  to  combat  foreign  government 
actions  that  restrict  commerce  or  unduly  harm  U.S. -flag  carriers. 
Recently,  the  Commission  began  formal  proceedings  to  address  Korean 
laws  and  regulations  that  were  hindering  the  operations  of  U.S. 
carriers  and  precluding  U.S.  consolidators  from  conducting  business 
in  Korea.  We  also  addressed  certain  obstacles  to  trade  imposed  by 
the  Peoples  Republic  of  China,  and  various  restrictions  that  were 
negatively  affecting  U.S.  carriers  in  the  trade  with  Taiwan.  I  am 
happy  to  advise  you  that  in  each  instance  the  involved  foreign 
government  initiated  action  which  substantially  resolved  the 
matters  that  were  adversely  affecting  U.S.  companies  or  limiting 
trade.  The  Commission  also  required  certain  carriers  to  file 
periodic  reports  so  that  we  could  monitor  conditions  in  those 
trades.  And,  the  Commission  can  institute  new  proceedings 
regarding  any  of  these  trades  or  the  others  under  active  monitoring 
if  it  determines  that  sufficient  progress  is  not  being  made  to 
address  any  outstanding  issues  adversely  affecting  U.S.  carrier 
operations  overseas.  Our  actions  to  monitor  an  open  and  free 
environment  with  our  various  trading  partners  consistently  have 
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4 
been  acknowledged  and  applauded  by  all  segments  of  the  maritime 
industry. 

■  Receipt  and  review  of  tariff  filings  (but  not  the 
regulation  of  rate  levels)  by  common  carriers  engaged  in 
the  U.S.  foreign  commerce. 

As  part  of  this  statutory  mandate,  one  of  the  Commission's 
major  efforts  during  the  past  decade  has  been  the  development  and 
implementation  of  the  ATFI  System.  The  Commission  began  accepting 
official  electronic  tariff  filings  on  February  22,  1993.  While 
filing  of  official  tariff  data  began  slowly,  the  industry 
demonstrated  the  capability  and  willingness  to  comply  with  the 
system's  new  requirements  and  to  have  virtually  all  tariff  matter 
filed  by  the  end  of  December  1993.  This  goal  has  been 
substantially  achieved.  Approximately  2700  tariffs  have  been 
filed.  Ultimately,  we  expect  about  3000  -  3500  tariffs  in  the 
System. 

This  fiscal  year,  the  Commission  has  begun  preparations  for 
the  recompetition  of  the  major  ATFI  contract  after  the  last  option 
of  the  original  5-year  contract  expires  in  July  1994.  The  funding 
in  the  President's  budget  for  FY  1995  provides  $1,100,000  for  the 
ATFI  System,  which  will  allow  us  to  continue  the  operation  and 
maintenance  of  the  ATFI  System  for  the  filing  and  retrieval  of 
tariff  matter. 

■  Investigating  discriminatory  rates,  charges, 
classifications,  and  practices  of  ocean  common  carriers, 
terminal  operators,  and  freight  forwarders  operating  in 
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5 
the  foreign  and/or  domestic  offshore  commerce  of  the  U.S. 

As  part  of  this  important  statutory  function,  during  FY  1993, 
the  Commission  instituted  a  fact  finding  investigation  into  carrier 
and  conference  service  contract  negotiations  with  shippers' 
associations  and  non-vessel-operating  common  carriers  ("NVOCCs"). 
Hearings  were  conducted  by  Commissioner  Ming  Chen  Hsu,  who 
established  a  comprehensive  factual  record  regarding  carrier  and 
conference  practices,  and  whether  such  practices  have  the  effect  of 
denying  service  contracts  to  shippers'  associations  and  NVOCCs  or 
subjecting  them  to  undue  or  unreasonable  prejudice  or  disadvantage. 
Commissioner  Hsu's  Final  Report  concluded  that  additional 
regulation  was  not  needed  in  this  area,  but  that  continued 
monitoring  and  the  gathering  of  specific  service  contract 
information  should  be  accomplished.  The  Commission  concurred  with 
these  recommendations  and  issued  an  order  requiring  certain 
carriers  and  conferences  to  file  periodic  reports  concerning  their 
service  contract  activities.  The  Commission  will  continue  to 
monitor  these  practices  and  will  take  appropriate  action,  if 
necessary. 

Also,  despite  funding  limitations,  the  Commission  continued  to 
emphasize  its  enforcement  efforts  during  the  past  fiscal  year.  The 
Commission  investigated  malpractices  in  major  trade  routes, 
including  the  Transatlantic,  Transpacific,  Mediterranean,  Central 
and  South  American,  and  Caribbean  trades.  During  FY  1993,  the 
Commission's  enforcement  action  resulted  in  fines  and  civil  penalty 
collections  of  $2,078,000.  As  you  know,  in  FY  1990  and  FY  1991,  as 
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a  result  of  investigations  in  the  Pacific  trades,  we  collected  over 
$44,000,000  in  civil  penalties  from  carrier  and  cargo  interests. 
Earlier,  after  conducting  the  landmark  Transatlantic  Trade 
Enforcement  Initiative,  the  Commission,  as  part  of  the  settlement, 
collected  several  millions  in  civil  penalty  payments  and  ensured 
the  establishment  of  a  self-policing  program  by  carriers  in  that 
trade.  In  FY  1994,  we  will  continue  to  pursue  our  enforcement 
goals  of  obtaining  compliance  with  the  Shipping  Act  of  1984  and 
helping  to  create  equitable  trade  conditions  in  the  U.S.  oceanborne 
trades.  I  would  point  out  that,  inasmuch  as  some  major  trades  are 
substantially  in  compliance  as  a  result  of  our  past  efforts, 
collections  in  the  near  future  are  not  expected  to  achieve  the 
levels  of  past  years.  Also  contributing  to  our  expectation  of 
lower  penalty  collections  are  the  residual  deterrent  effects  of  our 
recent  enforcement  activities,  and  ongoing  industry  self-policing 
programs  which  the  Commission  has  supported  strongly. 

■    Reviewing  and  monitoring  agreements  of  common  carriers 

and  other  persons  engaged  in  the  U.S.  foreign  commerce. 

These  agreements  include  conference,   pooling,   joint 

service  and  space  charter  agreements. 
One  example  of  the  Commission's  activity  with  respect  to  this 
mandatory  function  of  the  Commission  is  its  review  of  the 
Transatlantic  Agreement  ("TAA").  TAA  was  formed  to  implement  a 
rate  recovery  program  in  response  to  chronic  overcapacity  and 
revenue  losses  in  the  U.S. /North  Europe  trade.  The  Commission's 
main  focus  of  concern  has  been  TAA's  capacity  management  program. 
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To  monitor  the  Agreement,  the  Commission  requires  TAA  to  submit 
detailed  quarterly  reports  on  rate  activities,  changes  in  service 
levels  and  capacity  utilization.  Based  on  our  monitoring 
information,  the  capacity  cutbacks  implemented  so  far  have  not 
resulted  in  a  shortage  of  container  space.  At  this  time,  our 
monitoring  of  TAA  shows  that  there  is  no  reason  to  reconsider  our 
position  not  to  seek  an  injunction  against  TAA,  however,  we 
continue  to  monitor  TAA  closely  to  ensure  that  the  carriers' 
activities  do  not  result  in  unreasonable  rate  increases  or  service 
reductions.  A  formal  petition  has  been  filed  with  the  Commission 
for  an  investigation  and  relief  from  alleged  unlawful  action  of  TAA 
on  behalf  of  two  European  shippers'  associations.  The  petition 
will  be  considered  by  the  Commission  in  the  near  future. 

In  addition  to  the  activities  mentioned  above,  the  Commission 
also  took  appropriate  actions  with  respect  to  the  following  areas 
of  responsibility: 

■  Regulating  rates,  charges,  classifications,  rules, 
regulations  and  tariffs  of  controlled  carriers  to  ensure 
that  such  matters  are  just  and  reasonable. 

■  Regulating  rates,  charges,  classifications,  practices  and 
tariffs  of  ocean  common  carriers  in  the  domestic  offshore 
trades  of  the  U.S. 

■  Licensing  international  ocean  freight  forwarders. 

■  Bonding  of  non-vessel-operating  common  carriers 
("NVOCCs") . 

■  Issuing   passenger   vessel   certificates   evidencing 
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financial  responsibility  of  vessel  owners  or  charterers 
to  pay  judgments  for  personal  injury  or  death  or  to  repay 
fares  for  the  nonperformance  of  a  voyage  or  cruise. 

I  now  would  like  to  address  some  of  the  activities  conducted 
by  specific  Commissioners  in  FY  93.  During  the  past  year,  both 
Commissioner  Hsu  and  Commissioner  Frank  Ivancie,  our  longest- 
serving  Commissioner,  met  in  Europe  with  maritime  officials  of 
various  countries.  This  included  transportation  officials  of  the 
European  Community  ("EC")  itself.  Both  Commissioner  Hsu  and 
Commissioner  Ivancie  have  recommended  to  me  that  we  continue  these 
exchanges  in  a  more  formal  manner.  I  believe  that  both  the  EC  and 
the  Commission  should  reach  an  agreement  which  would  avoid  the 
possibility  of  either  entity  taking  an  action  unknowingly  which 
would  be  in  conflict  with  the  laws  of  either  the  U.S.  or  EC  member 
countries.  Also,  Commissioner  Ivancie  traveled  to  China  and 
reported  back  on  his  findings,  which  were  extremely  helpful  in 
assisting  the  Commission  to  understand  more  fully  issues  which 
affect  the  U.S./PRC  trade. 

Over  the  last  three  years,  Congress  has  cut  the  President's 
budget  for  the  Commission.  The  FY  1992  budget  request  was 
$17,974,000,  and  the  final  appropriation  was  $17,600,000;  the  FY 
1993  budget  reguest  was  $18,800,000,  and  the  final  appropriation 
was  $18,300,000;  the  FY  1994  budget  request  was  $19,450,000,  and 
the  final  appropriation  was  $18,900,000.  Now,  for  FY  1995,  for  the 
first  time,  the  President's  budget  is  lower  than  the  previous 
fiscal  year's  appropriation.   Any  reduction  to  the  President's  FY 
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>  budget  request  would  result  in  severe  disruption  at  the 
lission.  We  would  be  faced  with  a  decision  to  either  institute 
icy-wide  furloughs,  close  field  offices,  and/or  permit  further 
ition  to  a  level  below  which  the  Commission  cannot  function 
jerly.  Therefore,  any  further  cuts  would  reduce  our  ability  to 
/ide  a  credible  enforcement  program  and  carry  out  our  other 
:utory  mandates.  I  ask  you  to  please  keep  this  in  mind  when 
;idering  the  President's  budget  request  for  the  Commission. 

We   respectfully  request   favorable  consideration  of  the 
;ident's  budget  so  that  we  may  continue  to  effectively  perform 
statutory  functions  in  fiscal  year  1995. 
I  will  be  happy  to  respond  to  any  questions. 
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EFFECT  OF  REDUCED  FTE  LEVEL 


Mr.  MORAN.  The  record  should  show  that  Congressman  Mollohan 
has  joined  us,  and  he  is  not  going  to  be  able  to  stay  too  long,  so 
I  just  want  to  ask  a  few  questions  and  then  turn  it  over  to  Alan, 
and  then  go  through  the  rest  of  the  questions  afterwards. 

But  with  regard  to  that  bleak  assessment  in  terms  of  personnel, 
in  fact,  this  is  the  first  time  that  you  have  asked  for  less  than  the 
previous  year.  You  said  that  there  were  228  authorized  staff,  and 
you  are  down  to  about  205? 

Mr.  Hathaway.  No.  Actually,  it  was  225  for  1994.  At  one  time, 
we  were  told  by  OMB  that  we  were  going  to  be  tapered  off,  that 
by  1998  we  would  be  down  to  208.  But,  instead  of  this,  they  cut 
us  back  for  the  1995  budget  down  to  208.  And,  actually,  the  fund- 
ing will  only  provide  enough  money  for  205  of  those. 

Mr.  Moran.  Two  hundred  and  five.  So  there  will  be  a  cut  of 
three  FTEs. 

Mr.  Hathaway.  We  can  only  fund  205  of  the  208  FTEs,  so  we'll 
be  below  the  authorized  level.  Right. 

Mr.  Moran.  In  keeping  with  the  President's  National  Perform- 
ance Review. 

Mr.  Hathaway.  And  considerably  below  what  we  anticipated.  We 
based  our  budget  request  on  222. 

Mr.  Moran.  So  that  is  a  significant  reduction  from  what  you  had 
counted  on. 

Mr.  Hathaway.  Yes,  it  really  is. 

Mr.  Moran.  But  that  is  an  authorized  level. 

So  at  this  point  you  wouldn't  anticipate  having  to  let  anyone  go. 
You  could  achieve  that  through  attrition.  It  is  only  three  FTEs. 

Mr.  Hathaway.  Well,  we  hope  so.  But  the  attrition  rate  has  not 
been  all  that  great.  Whether  they  are  waiting  for  a  buy-out  or 
what,  we  don't  know,  but  the  attrition  has  been  slow.  And  I  don't 
know  that  we  are  going  to  have  as  great  attrition  this  coming  year 
as  we  had  in  the  past. 

Mr.  Moran.  That  is  happening  in  every  agency. 

Mr.  Hathaway.  Yes,  I  understand  that. 

Mr.  Moran.  But  you  don't  need  a  buy-out  incentive  or  anything 
of  that  nature  since  we  are  talking  about  so  few  people. 

Mr.  Hathaway.  We  would  have  to  evaluate  it,  Mr.  Chairman, 
whether  or  not  a  buy-out  would  be  helpful  to  us.  It  is  better  if  they 
are  right  at  the  beginning  of  the  year.  And  then,  of  course,  if  the 
legislation  has  a  provision  that  for  every  two  buy-outs  you  lose  one 
FTE,  we  would  have  to  look  at  the  picture  to  see  whether  that 
would  hurt  us  or  help  us. 

Mr.  Moran.  You  didn't  specify  anything  in  your  statement  that 
reflected  a  reduction  in  operations  as  a  result  of  this  curtailment 
of  personnel.  You  wouldn't  anticipate  reducing  your  scope  of  re- 
sponsibilities at  all  because  of  the  reduction  of  personnel? 

Mr.  Hathaway.  Well,  we  wouldn't  be  able  to  carry  on  the  inves- 
tigatory operation  that  we  want  to.  That  is  down  to  bare  bones. 

We  operate  seven  field  offices  throughout  the  country,  and  four 
principal  ones  are  understaffed  at  the  present  time.  Those  would 
be  Los  Angeles,  San  Francisco,  New  York,  and  Miami.  They  are 
really  the  best  sources  in  the  world  for  finding  out  just  what  is 
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going  wrong  with  the  various  carriers  and  shippers  and  the  mal- 
practices that  they  indulge  in. 

If  we  want  to  maintain  the  common  carrier  system  that  the  Con- 
gress wants  us  to  maintain  under  the  1984  Act,  we  have  got  to 
have  enough  of  a  force  so  that  the  cheaters  will  know  they  are 
going  to  get  caught.  If  they  feel  that  they  can  get  away  with  any- 
thing if  FMC  doesn't  have  anything  to  come  after  them,  then  we 
have  lost  a  lot. 

And  also  we  have  to  cut  back,  too — just  to  live  within  the  $18.7 
million,  we  won't  be  able  to  have  any  promotions  or  awards  for  em- 
ployees, for  example.  We  won't  be  able  to  buy  any  furniture.  We 
will  have  to  cut  out  ADP  purchases.  We  have  to  cut  back  on  travel, 
which  is  extremely  important  for  the  investigators.  And  we  will 
also  have  to  cut  back  on  training. 

Mr.  Moran.  It  would  be  important  for  the  subcommittee  to  know 
if  there  are  any  actual  responsibilities,  activities  that  you  would 
have  to  curtail  because  of  the  cutback. 

Mr.  Hathaway.  Well,  the  investigative  one,  for  sure. 

And  if  you  want  some  more  detail  for  the  record  we  would  be 
glad  to  supply  it. 

Mr.  Moran.  I  think  that  might  be  useful. 

Mr.  Hathaway.  Okay. 

Mr.  Moran.  Not  only  this  year,  but  instead  of  growing  mod- 
erately each  year,  you  are  declining  moderately  each  year,  and  we 
need  to  know  what  that  means  in  terms  of  the  maritime  industry 
service. 

Mr.  Hathaway.  Right. 

[The  information  follows:] 
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The  Commission's  enforcement  program  has  been  very 
successful  in  the  recent  past  in  its  investigations  of 
possible  malpractices  in  major  trade  routes.  This  has 
been  true  despite  funding  limitations  of  recent  years. 
However,  as  the  funding  situation  becomes  ever  more 
restrictive,  I  am  concerned  about  the  continued 
viability  of  the  enforcement  effort,  and,  indeed,  all 
of  the  Commission's  activities  in  support  of  its 
statutorily  mandated   responsibilities. 

The  Commission  is  cognizant  of  the  importance  of 
its  statutory  mandates  and  we  will  not  cease  to  perform 
them  merely  to  save  funds.  However,  the  impact  of 
funding  cuts  has  been,  and  will  continue  to  be, 
absorbed  via  curtailment  of  certain  activities.  For 
example,  due  to  the  fact  that  attrition  hits  certain 
programs  more  heavily  than  others,  in  recent  years  our 
enforcement  program  has  suffered  the  most.  In  our  New 
York  field  office,  for  instance,  we  are  down  to  50%  of 
necessary  staff  strength.  This  translates  into  the 
postponement  of  follow-up  on  promising  leads  which  must 
be  sacrificed  for  other,  higher  priority 
investigations.  As  the  result  of  travel  fund 
limitations,  certain  travel  of  an  investigatory  nature 
cannot  be  accomplished.  Within  the  framework  of  a 
broad-based,  inclusive  enforcement  effort,  these 
problems  multiply,  and  they  ultimately  diminish  the 
quantity  and  quality  of  our  undertakings.  As  the 
maritime  industry  sees  less  enforcement  taking  place, 
the  temptation  to  attempt  malpractices  rises,  and 
trades  in  which  we  have  been  able  to  restrain 
widespread  malpractices  may  again  become  problems, 
leading  to  inequitable  trade  conditions  for  U.S. 
interests  in  oceanborne  trades.  As  malpractices  mount, 
the  Commission  will  be  severely  disadvantaged  because 
of  funding  and  FTE  limitations  in  its  ability  to 
aggressively  respond  to  such  activities. 
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Mr.  Moran.  Now,  at  this  point,  let  me  ask  Congressman  Mollo- 
han  if  he  would  like  to  ask  his  questions.  I  have  several,  but  I  can 
wait  until  you  conclude.  Go  ahead. 

Mr.  Mollohan.  Go  ahead. 

IMPACT  OF  REDUCTION  FROM  REQUEST  FOR  FY  94 

Mr.  Moran.  All  right.  Fine. 

The  appropriation  that  you  received  last  year  was  actually 
$550,000  below  what  you  requested.  Now,  can  you  briefly  describe 
to  us  what  that  meant  in  terms  of  the  operations  in  this  current 
fiscal  year? 

Mr.  Hathaway.  Well,  in  this  current  fiscal  year,  savings  were 
anticipated  that  were  based  on  some  projections  that  we  had,  one 
of  which  was  that  we  were  not  going  to  get  two  more  Commis- 
sioners on  board  along  with  their  staff,  which  would  be  two  other 
people  besides  each  one  of  the  Commissioners,  at  the  beginning  of 
fiscal  year  1994.  And  so  we  were  able  to  make  quite  a  saving  as 
a  result  of  that.  Also,  we  reduced  expenses  such  as  promotions  and 
administrative  expenses,  including  training. 

Also,  we  were  able  to  save  $226,000  in  1993  that  we  could  use 
to  pay  off  some  of  our  move  expense,  which  was  a  1994  budget  ex- 
pense. So,  we  were  able  to  make  up  the  difference  of  the  $550,000 
that  we  were  cut. 

Fortunately,  the  Administration  has  been  slow  in  making  its  ap- 
pointments, so  that  has  helped  us  considerably. 

FIELD  OFFICES 

Mr.  Moran.  I  haven't  heard  many  agencies  express  appreciation 
for  the  slow  pace,  but  that  has  worked  out  well  here. 

Have  you  scrapped  your  plans  to  close  the  field  office  in  New  Or- 
leans? 

Mr.  Hathaway.  Well,  we  are  looking  at  the  field  office  in  New 
Orleans  as  well  as  the  field  office  in  San  Juan.  Politically,  it  is  kind 
of  difficult  to  close  them.  I  am  sure  that  Senator  Breaux  wouldn't 
be  too  happy  if  we  closed  the  New  Orleans  office.  He  is  Chairman 
of  the  authorizing  subcommittee,  as  you  know,  in  the  Senate. 

I  know  that  the  last  time  that  the  threat  was  made — and  I 
wasn't  on  board  the  Commission  at  that  time — there  was  consider- 
able pressure  by  Congress  not  to  close  either  one  of  those  offices. 
But  that  could  happen.  They  are,  realistically,  not  the  most  produc- 
tive offices  of  the  seven  that  we  have.  They  do  produce  something 
and  they  are  helpful,  but  I  think,  realistically,  we  could  do  without 
both  of  them.  But  I  think  it  would  be  difficult  to  close  them. 

STREAMLINING  PLANS 

Mr.  Moran.  Well,  that  is  an  honest  answer.  Thank  you. 

Is  there  any  other  effect  of  the  President's  National  Performance 
Review  on  the  Federal  Maritime  Commission,  other  than  the  reduc- 
tion in  FTEs?  Is  there  any  greater  efficiency  that  you  are  attempt- 
ing to  achieve  or  anything  of  that  nature? 

Mr.  Hathaway.  Well,  we  are  looking  at  the  whole  picture  to  see 
what  we  can  do  in  the  future,  one  of  which — efficiency — would  be 
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to  see  what  we  could  do  with  field  offices,  how  we  could  phase  some 
of  them  out. 

But  we  are  also  meeting  and  discussing  every  other  aspect  of  our 
operation  to  see  what  savings  we  could  actually  make  over  the  long 
run. 

AUTOMATED  TARIFF  FILING  AND  INFORMATION  SYSTEM 

Mr.  Moran.  Okay.  Let's  talk  a  little  bit  about  the  Automated 
Tariff  Filing  and  Information  System. 

Mr.  Hathaway.  Sure. 

Mr.  MORAN.  How  much  are  you  asking  for  that? 

Mr.  Hathaway.  $1.1  million. 

Mr.  Moran.  And  how  does  that  compare  to  last  year? 

Mr.  Hathaway.  It  is  lower.  It  was  $1.4  million  for  FY  94. 

Mr.  Moran.  Is  it  for  the  operational  aspect? 

Mr.  Hathaway.  It  is  for  system  operation  and  maintenance, 
right.  We  have  the  software  and  the  hardware. 

Mr.  Moran.  So  you  would  anticipate  about  a  million  dollars 
every  year  to  maintain  that? 

Mr.  Hathaway.  Yes.  It  is  hard  to  tell  for  sure  because  we  don't 
know  what  may  happen  in  the  future.  In  order  to  keep  up  the  state 
of  the  art,  we  have  to  make  these  expenditures,  and  we  want  to 
stay  in  conformance  with  the  way  the  carriers  are  operating.  And, 
you  know,  it  could  be  a  lot  more  than  what  we  are  anticipating, 
but  this  is  just  based  on  past  experience.  We  think  we  will  stay  at 
about  that  figure. 

We  haven't  put  out  the  new  contract  yet  for  bid.  We  don't  know 
what  that  would  be.  Maybe  the  lowest  bid  we  get  will  be  $1.9  mil- 
lion. We  hope  not.  We  hope  we  get  several  bids  and  that  will  keep 
costs  down  low.  But  the  bid  process  will  happen  sometime  in  the 
summer. 

Mr.  Moran.  What  has  been  the  reaction  of  the  industry  to  pay- 
ing the  fee  that  was  mandated? 

Mr.  Hathaway.  If  you  are  referring  to  the  user  fees  under  the 
Davis  Law,  I  don't  think  there  has  been  any  reaction,  because  not 
many  of  them  paid  it.  They  have  found  other  ways  to  do  it,  because 
the  revenue  we  received  from  it  was  only  $6,600  last  year.  So  far 
this  fiscal  year  we  received  $25,000.  We  will  probably  receive  a 
total  of  $100,000.  And  maybe  next  year  when,  finally,  the  Davis 
Act  expires,  we  will  collect  another  $100,000.  So  it  will  be  a  little 
over  $200,000  altogether,  which  is  considerably  less  than  the  $800 
million  I  think,  that  was  the  original  OMB  estimate  for  what  the 
Davis  Law  would  bring  in. 

Mr.  Moran.  Boy,  what  a  sham.  You  are  getting  about  1  percent 
of  what  they  said  you  were  going  to  get  when  they  put  that  in? 

Mr.  Hathaway.  Yes.  But,  as  you  know,  in  the  history  of  the 
Davis  Law,  we  asked  to  testify  on  it  to  indicate  to  them  that  the 
amounts  they  thought  they  were  going  to  get  were  somewhat  in- 
flated. But  they  were  in  such  a  hurry  to  do  it — the  committees 
were — and  I  suppose  there  was  a  great  deal  of  anxiety  to  get  rid 
of  the  boat  tax  that  nobody  liked,  so  it  just  went  through  without 
much  of  any  hearing. 

Mr.  Moran.  How  much  boat  tax  was  collected?  I  bet  we  dropped 
some  several  hundreds  of  millions  and  imposed  something  in  its 
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place  that  hasn't  even  yielded  $1  million  in  revenue.  Do  you  know 
how  much  OMB  estimated?  Was  it  $800  million? 

Mr.  Hathaway.  I  think  the  estimate  was  $750  million. 

But,  what  they  included  in  the  estimate,  we  don't  know  for  sure. 
That  was  over  a  five-year  period,  and  they  may  have  made  some 
unjustified  assumptions  such  as  that  every  shipper  is  going  to  ask 
for  the  tariff  every  time  he  ships. 

That  just  isn't  true,  because  most  shippers  form  a  relationship 
with  a  freight  forwarder  or  a  line,  and  they  don't  bother  to  check 
it.  They  are  quoted  a  price,  and  they  just  pay  it  because  they  have 
every  reason  to  trust  them.  They  have  done  business  with  them  for 
years. 

Also,  now  it  may  not  be  necessary  to  pay  the  46  cents  a  minute 
anyway  because  some  of  the  third-part  tariff  services  form  their 
own  body  of  knowledge  which,  when  they  have  agreements  with 
the  other  services,  would  equal  what  we  have  in  ATFI.  And  so  they 
can  give  that  as  a  service  to  their  customers  and  bypass  ATFI  alto- 
gether. 

We  are  not  sure  that  they  do  that,  but  we  suspect  that  they  do. 

Mr.  Moran.  Well,  you  are  getting  about  $750,000  less  than  a 
million  dollars.  How  much  is  it  costing  you  to  implement  it? 

Mr.  Hathaway.  I  am  informed  by  my  staff  that  it  is  virtually 
free  to  collect  the  Davis  Law  fees,  so  it  isn't  costing  us  anything. 

Mr.  MORAN.  Well,  that  is  only  fair,  since  we  are  not  collecting 
anything. 

Congressman  Mollohan. 

Mr.  Mollohan.  Are  you  finished  with  that? 

STATUS  OF  AUTHORIZATION 

Mr.  Moran.  I  was  just  going  to  ask  about  the  status  of  your  au- 
thorization. 

Mr.  Hathaway.  Regarding  the  status  of  the  authorization,  I  met 
with  Congressman  Lipinski  yesterday,  and  he  said  we  would  have 
an  authorizing  hearing  on  March  9th.  That  is  all  I  know  about  it. 

Mr.  Moran.  There  are  no  major  changes  that  you  are  asking  for? 

Mr.  Hathaway.  No. 

Mr.  Moran.  The  Floor  is  yours,  Mr.  Mollohan. 

FIELD  OFFICE  ACTIVITIES 

Mr.  Mollohan.  Mr.  Moran  was  asking  you  about  offices  and  you 
were  undertaking  a  study  about  the  necessity  for  offices  and  utili- 
zation and  all  of  that.  Would  you  talk  about  that  a  little  bit? 

Mr.  Hathaway.  For  our  field  offices? 

Mr.  Mollohan.  Yes. 

Mr.  Hathaway.  We  have  seven  field  offices.  We  have,  as  I  men- 
tioned, Los  Angeles — well,  actually  Long  Beach — San  Francisco, 
New  York,  Miami,  Houston,  New  Orleans  and  San  Juan,  Puerto 
Rico. 

Mr.  Mollohan.  And  out  of  those  offices 

Mr.  Hathaway.  The  four  on  the  coasts  are  extremely  important. 
They  are  understaffed  at  the  present  time.  We  would  like  to  get 
more  people.  They  do  the  bulk  of  our  investigating,  and  they  do  an 
excellent  job. 
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The  office  in  Houston  does  a  lot  of  work  throughout  the  Midwest 
and  the  middle  part  of  the  country.  There  are  a  lot  of  NVOs,  for 
example,  in  Chicago,  and  other  operators  in  various  cities  through- 
out the  country,  and  they  do  a  good  surveillance  job  of  that  area. 

New  Orleans  also  helps  in  that  regard  because  there  isn't  that 
much  out  of  the  port  of  New  Orleans  to  look  into,  so  they  are  also 
in  the  field  most  of  the  time,  and  San  Juan,  whatever  activity  there 
is  there,  most  of  that  is  offshore,  and  most  of  the  tariffs  from  the 
offshore  are  filed  with  the  ICC,  so  we  don't  have  any  jurisdiction 
over  them.  So  that  office,  it  is  only  a  two-person  office,  by  the  way, 
is  not  a  tremendously  expensive  office  to  run. 

Mr.  Mollohan.  Is  that  the  New  Orleans  office? 

Mr.  Hathaway.  No.  That  is  the  San  Juan  office. 

The  New  Orleans  office  has  four  people,  the  secretary  and  three 
investigators.  As  I  mentioned  earlier,  those  two  offices,  New  Orle- 
ans and  San  Juan,  are  not  quite  as  cost-effective  as  the  other  five. 

Mr.  Mollohan.  How  do  you  measure  productivity? 

Mr.  Hathaway.  Well,  we  just  have  to  go  on  historical  data.  My 
information  comes  mainly  from  the  head  of  Investigations. 

The  head  of  Investigations,  until  recently,  was  a  man  who  had 
been  there  for  years,  and  has  about  25  or  30  years  with  the  Federal 
Maritime  Commission.  I  talked  with  him  constantly  about  what  we 
are  doing  in  the  field  and  how  it  measures  up  to  what  we  ought 
to  be  doing.  I  have  relied  on  his  experience  in  that  regard  to  deter- 
mine whether  or  not  the  people  are  really  working  full  time.  And 
he  has  traveled  around  to  those  offices  all  the  time. 

Also,  I  go  around  to  all  of  the  offices  at  least  once  a  year.  Com- 
missioner Frank  Ivancie  does  the  same,  as  does  our  other  Commis- 
sioner, Mrs.  Hsu.  So  the  offices  are  constantly  under  surveillance. 
And  we  get  into  some  of  the  details  of  their  cases  and  ask  them, 
how  are  you  pursuing  this,  etc.? 

When  I  was  up  in  New  York  they  put  me  through  the  whole  op- 
eration of  one  case  that  they  were  working  on.  The  cases  vary,  of 
course.  Sometimes  you  get  lucky  and  you  can  wind  up  a  case  in  a 
month,  and  other  times  it  takes  you  six  months  or  a  year. 

PLANS  FOR  FIELD  OFFICES 

Mr.  Mollohan.  I  am  hearing  you  say  you  might  be  able  to  get 
along  without  those  two  offices. 

Mr.  Hathaway.  I  think  that  we  could. 

Mr.  Mollohan.  How  much  money  is  associated  with  those  of- 
fices? 

Mr.  Hathaway.  Both  offices— $200,000— if  you  were  going  to 
phase  them  out  by  October  1,  1994.  That  is  a  net  savings. 

Mr.  Mollohan.  That  is  the  net  savings.  Some  people  will  be 
transferred  to  other  offices,  but  after  it  is  all  said  and  done,  you 
think  it  would  be  $200,000? 

Mr.  Hathaway.  For  both  offices.  About  $100,000  each. 
_  Mr.  Mollohan.  Have  you  ever  recommended  closing  those  of- 
fices? 

Mr.  Hathaway.  Well,  I  have  not.  If  I  did,  I  would  recommend  it 
to  myself,  because  I  am  the  administrative  person  that  decides  it. 
I  have  thought  about  it  and  we  are  going  to  be  taking  it  up  in  our 
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long-range  strategic  planning  sessions  which  will  begin  very  short- 
ly. 
As  I  mentioned  earlier,  there  is  a  lot  of  political  pressure.  I  know 

it  was  tried  once  before,  and  there  was  a  lot  of  pressure  from  Con- 
gress on  both  San  Juan  and  New  Orleans,  to  keep  them  open. 

Mr.  MOLLOHAN.  When  was  it  tried? 

Mr.  Hathaway.  About  four  years  ago. 

Mr.  MOLLOHAN.  Thank  you. 

Mr.  Hathaway.  You  are  welcome. 

Mr.  MORAN.  Mr.  Rogers. 

EFFECT  OF  LOWER  FY  95  REQUEST 

Mr.  Rogers.  Mr.  Chairman,  thank  you  very  much  and  welcome 
to  the  Subcommittee. 

Now,  the  budget  request  reflects  a  $200,000  cut  from  your  1994 
appropriations. 

Mr.  Hathaway.  Correct. 

Mr.  Rogers.  And  that  will  not  allow  to  you  support  your  author- 
ized FTE  level. 

Mr.  Hathaway.  No,  it  will  not. 

Mr.  Rogers.  What  are  you  going  to  do  about  that? 

Mr.  Hathaway.  Well,  I  will  just  have  to  cut  back  on  travel,  cut 
back  on  training,  eliminate  promotions,  awards,  furniture  pur- 
chases, and  ADP  equipment  and,  just  get  along  without  that,  and 
not  hire  the  investigators  that  we  actually  need  within  the  judg- 
ment of  the  Commissioners  and  the  staff.  We  need  to  carry  on  a 
real  good  law  enforcement  operation. 

COMPLIANCE  WITH  EXECUTIVE  ORDERS 

Mr.  ROGERS.  How  are  you  going  to  comply  with  the  Administra- 
tion's executive  order  to  reduce  personnel  and  administrative  ex- 
penses? 

Mr.  Hathaway.  Over  the  years,  you  mean,  or  this  year? 

Mr.  Rogers.  This  year. 

Mr.  Hathaway.  Well,  as  I  mentioned  earlier,  we  are  going  to 
have  to  absorb  a  reduction  in  FTEs  from  225  to  208.  We  are  going 
to  have  to  freeze  virtually  all  hires.  We  are  not  going  to  be  able 
to  spend  anything  for  promotions,  awards,  furniture  and  comput- 
ers. 

Mr.  Rogers.  What  about  the  Administration's  executive  order  to 
reduce  personnel?  How  are  you  going  to  comply  with  that? 

Mr.  Hathaway.  Well,  we  haven't  decided  after  this  year  what  we 
are  going  to  do — I  mean,  after  1995.  We  know  what  we  are  going 
to  do  for  that  year. 

Mr.  Rogers.  What  are  you  going  to  do  in  fiscal  year  1995? 

Mr.  Hathaway.  OMB  in  its  passback,  provided  an  FTE  level  of 
208  for  FY  95.  This  is  a  reduction  of  17  FTEs  from  our  authorized 
level  in  1994.  Under  the  President's  Streamlining  Plan,  the  Com- 
mission would  not  have  been  reduced  to  208  FTEs  until  1988  at  the 
earliest.  We  are  already  below  the  FTEs  for  that  year. 
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DOMESTIC  SHIPPING  INDUSTRY 

Mr.  Rogers.  We  have  all  been  struggling,  including  the  Con- 
gress, with  ways  to  revitalize  the  domestic  shipping  industry.  Last 
year,  the  House  passed  a  bill  to  offer  new  operating  and  construc- 
tion subsidies  to  the  domestic  shipping  industry.  Can  you  give  us 
your  view  of  the  plight  facing  the  domestic  shipping  industry  and 
possible  changes  needed  to  aid  the  industry?  And,  number  two, 
what  role  does  the  Commission  play? 

Mr.  Hathaway.  Well,  actually,  jurisdiction  is  under  the  Depart- 
ment of  Transportation.  We  basically  are  a  regulatory  agency.  But 
we  do  recognize  that  an  American  flag  presence  is  really  necessary 
if  we  want  to  perpetuate  the  1984  Act,  which  we  think  has  worked 
to  the  benefit  of  both  shippers  and  carriers  over  the  years  that  it 
has  been  in  existence. 

As  a  matter  of  fact,  you  could  trace  back  the  1984  Act  to  the 
1916  Act,  the  basic  common  carriage  and  conferences  which  have 
existed  for  many,  many  years,  and  we  think  that  it  has  been  bene- 
ficial to  all  parties  concerned. 

But  we  think  also  that  an  American  flag  presence  is  really  essen- 
tial to  maintain  that  1984  Act.  In  the  preambles  of  the  1984  Act, 
one  of  the  purposes  stated  is  to  perpetuate  or  promote  the  Amer- 
ican Merchant  Marine. 

If  APL  and  Sealand,  who  are  the  major  U.S.-flag  carriers,  decide 
that  they  are  not  going  to  get  a  subsidy,  and  they  are  going  to  flag 
out,  then  you  are  going  to  have  many  Members  of  Congress  think 
that,  why  should  we  be  protecting  these  foreign  carriers?  We  don't 
have  any  more  American  flag  carriers;  let's  junk  the  1984  Act.  We 
think  that  that  would  be  a  disaster. 

So  I  have  spoken  and  testified  in  that  regard  before  another  com- 
mittee. I  spoke  out  on  it  at  a  time  when  the  Vice  President's  report 
was  being  circulated,  and  was  requested  to  do  so  by  the  Secretary 
of  Transportation. 

But,  normally,  as  a  regulatory  agency,  we  don't  really  take  a  po- 
sition. When  we  are  asked  to  testify,  we  are  happy  to  do  so.  But, 
short  of  that,  we  usually  make  statements  only  if  we  are  asked  to. 

INTERNATIONAL  TRADE  CONDITIONS 

Mr.  Rogers.  What  have  been  the  major  problems  with  unfair 
practices  in  international  trade  conditions? 

Mr.  Hathaway.  Well,  the  People's  Republic  of  China,  for  exam- 
ple, was  not  allowing  our  carriers  to  have  any  offices  in  China. 
They  were  ignoring  our  tariffs. 

In  Korea,  they  weren't  allowing  our  NVOs  to  participate  in 
Korea,  even  though  Korean  NVOs  had  offices  in  the  United  States. 
Also,  they  weren't  permitting  trucking  services  by  our  companies. 
They  would  only  allow  their  own  companies  to  do  it. 

In  Taiwan,  we  were  having  problems  with  respect  to  trucking. 

And  in  Japan  they  were  exacting  a  harbor  fee  for  us  that  was 
discriminatory.  That  was  eliminated,  and  the  other  discriminatory 
practices  have  been  eliminated. 

The  latest  agreement,  that  was  really  worked  out  by  MARAD 
and  the  State  Department,  with  the  People's  Republic  of  China, 
took  care  of  all  of  the  problems  that  the  carriers  had  voiced  to  us. 
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Now,  of  course,  it  remains  to  be  seen  whether  China  will  live  up 
to  the  agreement.  But  we  have  every  reason  to  believe  that  it  will. 

Mr.  Rogers.  Are  there  problems  with  Japan  or  Taiwan? 

Mr.  Hathaway.  As  I  recall,  with  respect  to  Taiwan,  legislation 
to  amend  trucking  laws  remains  pendng,  and  the  Commission  con- 
tinues to  monitor  this  situation.  I  would  be  happy  to  supply  for  the 
record  in  detail  all  of  our  foreign  operations  if  you  would  like  me 
to. 

Mr.  Rogers.  Japan? 

Mr.  Hathaway.  Japan,  yes,  they  have  suspended  the  harbor 
fee — we  don't  have  that  any  more. 

Mr.  Rogers.  Thank  you. 

Mr.  Hathaway.  You  are  welcome. 

[The  information  follows:] 


94 


(1)  Docket  No.  91-24  -  Actions  To  Adjust  Or  Meet 
Conditions  Unfavorable  To  Shipping  In  The  United 
States/Korea  Trade 

Since  1987,  the  Commission  has  been  monitoring 
commercial  and  intergovernmental  negotiations 
concerning  practices  in  the  United  States/Korea  trade 
that  have  restricted  the  operation  of  U.S. -flag 
carriers.  After  several  rounds  of  information  reguests 
and  comments  on  trade  conditions,  the  Commission  issued 
a  Proposed  Rule  under  section  19  of  the  Merchant  Marine 
Act,  1920  ("1920  Act").  The  Commission  found  that  U.S. 
carriers  appeared  to  be  precluded  from  trucking 
activities  in  Korea  and  from  directly  contracting  for 
rail  service  as  part  of  their  intermodal  operations  in 
Korea.  The  Commission  proposed  a  $100,000  per  voyage 
fee  on  certain  Korean-flag  carriers  calling  at  U.S. 
ports. 

With  full  consideration  of  the  comments  addressing 
the  Proposed  Rule,  including  sanctions,  and  the  impact 
of  intergovernmental  talks  between  the  United  States 
and  Korea,  the  Commission,  at  the  urging  of  the  U.S. 
carriers,  issued  a  Final  Rule  on  November  13,  1992, 
partially  adopting  the  Proposed  Rule.  In  the  Final 
Rule,  the  Commission  found  that  Korean  restrictions 
precluded  U.S.  carriers  in  the  trade  from  engaging  in 
trucking  activities  in  Korea.  However,  in  light  of  the 
Korean  Government's  commitment  to  open  fully  the  Korean 
trucking  market  by  March  31,  1994,  the  Commission 
suspended  the  $100,000  per  voyage  fee  until  June  1, 
1994.  The  Commission  also  reguired  U.S.  and  Korean 
carriers  to  report  periodically  on  developments  and  on 
the  continued  need  for  sanctions. 

Carrier  reports  filed  to  date  indicate  that  the 
Korean  Government  is  on  track  with  its  timetable  for 
opening  the  trucking  market;  that  the  Korean  Government 
had  modified  its  regulations  to  allow  U.S.  carriers  to 
gualify  for  permits  to  move  bonded  cargo  by  rail 
without  first  obtaining  a  trucking  license;  and  that 
U.S.  carriers  had  gained  better  access  to  rail  space 
through  a  revised  allocation  scheme. 

(2)  Docket  No.  92-42  -  Actions  To  Adjust  Or  Meet 
Conditions  Unfavorable  To  Shipping  In  The  United 
States/Korea  Trade 

In  response  to  a  Petition  filed  by  Direct 
Container  Line,  Inc.,  a  non-vessel-operating  common 
carrier  ("NVO")  in  the  U.S.  outbound  trade,  the 
Commission,  under  section  19  of  the  1920  Act,  issued  a 
Proposed  Rule  on  July  1,  1992.  The  Petition  alleged 
that  Direct  Container  Line  had  been  unable  to  establish 
a  branch  office  in  Korea  because  the  Korean  Maritime 
Transportation   Business   Act  prohibited   non-Korean 
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citizens  from  owning  more  than  a  minority  interest  in 
such  maritime-related  enterprises. 

In  its  Proposed  Rule,  the  Commission  found  that 
the  provisions  of  the  Korean  law  created  conditions 
that:  (1)  precluded  or  tended  to  preclude  non-Korean 
NVOs  and  freight  forwarders  from  competing  in  the 
U.S. /Korean  trade  on  the  same  basis  as  Korean  NVOs  and 
freight  forwarders;  (2)  denied  NVOs  and  freight 
forwarders  owned  and  operated  by  non-Korean  nationals 
equal  and  effective  access  to  cargo  moving  from  Korea 
to  the  United  States;  (3)  discriminated  between  NVOs 
and  freight  forwarders  owned  and  operated  by  non-Korean 
and  Korean  nationals;  and  (4)  were  otherwise 
unfavorable  to  shipping  in  the  U.S.  foreign  trade.  The 
Proposed  Rule  provided  for  the  suspension  of  tariffs  of 
certain  Korean-owned  (non-U. S.  citizen)  NVOs,  the 
suspension  of  licenses  for  certain  Korean-owned  (non- 
U.S.  citizen)  freight  forwarders,  and  the  prohibition 
of  payment  of  freight  forwarder  compensation  or 
brokerage  to  freight  forwarders,  consolidators,  cargo 
brokers,  or  other  transportation  intermediaries  that 
facilitate  export  shipments  from  Korea  to  the  United 
States. 

Considering  fully  the  comments  filed  on  the 
Proposed  Rule,  the  Commission  adopted  its  Proposed  Rule 
as  a  Final  Rule  on  November  13,  1992.  In  the  Final 
Rule,  the  Commission  noted  that  the  Korean  Government, 
in  bilateral  talks  with  the  United  States  in  July  and 
August  1992,  agreed  to  take  all  necessary  steps  to 
eliminate  nationality-based  restrictions,  thus  allowing 
U.S.  forwarding  and  consolidating  companies  to  conduct 
direct  business  activities  in  Korea  by  June  30,  1993. 
In  recognition  of  this  commitment,  the  Commission 
delayed  the  effectiveness  of  the  sanctions  established 
in  its  Final  Rule  until  September  1,  1993,  subsequently 
extended  to  November  1,  1993,  and  requested  further 
comments  by  July  31,  1993  on  conditions  in  the  trade 
and  the  need  for  imposing  sanctions. 

Based  on  information  received  from  interested 
parties  and  Korean  officials  that  Korea's  nationality- 
based  restrictions  on  freight  forwarders  and 
consolidators  were  in  fact  eliminated  effective 
June  30,  1993,  the  Commission  rescinded  its  Final  Rule 
effective  September  28,  1993. 

(3)  Docket  No.  89-07  -  Inquiry  Into  Laws,  Regulations 
And  Policies  Of  The  Government  Of  Ecuador 
Affecting  Shipping  In  The  United  States/Ecuador 
Trade 

The  Commission  issued  a  Final  Rule  on  January  22, 
1990  that  found  unfavorable  conditions  to  shipping 
existed  in  the  U.S. /Ecuador  trade  due  to  Ecuadorian 
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cargo  reservation  laws.  Specially,  this  case  centered 
on  a  complaint  from  a  U.S. -owned  company,  Overseas 
Enterprise,  Inc.  ("OEI")  that  claimed  that  it  had  been 
unable  to  re-establish  a  liquid  bulk  service  in  the 
U.S. /Ecuador  trade  because  of  the  Ecuadorian 
Government's  cargo  reservation  laws  and  policies.  The 
Commission's  Final  Rule  imposed  a  fee  of  $50,000  per 
outbound  voyage  on  an  Ecuadorian-flag  carrier  Maritima 
Transligra  ("Transligra") ,  the  chief,  if  not  sole, 
beneficiary  of  the  relevant  cargo  reservation  law. 

After  the  Final  Rule  became  effective,  Transligra 
reportedly  closed  its  operations.  OEI  alleged, 
however,  that  the  movement  of  liquid  bulk  cargoes  in 
the  trade  continued  to  be  conducted,  without 
disruption,  by  the  same  persons  and  vessels,  through 
companies  that  appeared  to  be  related  to  Holland 
Chemical  International  ("HCI"),  the  parent  company  of 
Transligra. 

Based  on  a  Fact  Finding  Investigation,  the 
Commission,  on  April  3,  1992,  issued  a  Report  and  Order 
to  Show  Cause.  The  Fact  Finding  Report  had  found  that 
the  vessels  in  the  trade  continued  to  be  regarded  as 
Transligra 's  and  that,  in  reality,  the  beneficiary  of 
the  Ecuadorian  cargo  reservation  laws  had  been  HCI  and 
the  HCI-related  companies  that  succeeded  Transligra  - 
Andino  Chemical  Tankers  and  its  general  agent  Chemical 
Tankers  of  America.  The  Order  required  Andino  and 
Chemical  Tankers  to  show  cause  why  sanctions  imposed  in 
the  Final  Rule  should  not  be  applied  to  voyages  by 
vessels  sailing  under  the  auspices  of  those  companies. 
Before  the  Commission  made  a  determination  on  this 
matter,  Andino  and  Chemical  Tankers  entered  into  a 
settlement  agreement  with  the  Commission's  Bureau  of 
Hearing  Counsel,  in  which  Andino  and  Chemical  Tankers 
agreed  to  pay  $10,000  without  admitting  any  wrongdoing, 
to  settle  the  Commission  charges  that  these  companies 
were  successors  to  Transligra  and  subject  to  the 
sanctions  imposed  on  Transligra  in  the  Final  Rule.  In 
approving  the  settlement,  the  Commission  noted  that  the 
Ecuadorian  cargo  reservation  law  had  been  rescinded, 
and  the  system  of  cargo  reservation  had  been  abolished 
by  the  Ecuadorian  Government. 

(4)  Docket  No.  91-31  -  Actions  To  Address  Adverse 
Conditions  Affecting  United  States  Carriers  In  The 
United  States/People's  Republic  Of  China  Trade 

Pursuant  to  the  Foreign  Shipping  Practices  Act  of 
1988  ("FSPA"),  the  Commission,  on  July  22,  1991, 
initiated  an  investigation,  directing  U.S.  and  People's 
Republic  of  China  ("PRC")  carriers  operating  in  the 
U.S./PRC  trade  to  comment  on  certain  restrictive  PRC 
maritime  practices.  At  issue  were  concerns  that  U.S. 
carriers  were  precluded  from:    conducting  normal 
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business  activities  through  their  PRC  offices; 
assessing  lawful  tariff  rates  and  effecting  necessary 
rate  increase;  selecting,  owning,  or  operating  docks ide 
equipment  or  facilities;  controlling  terminal 
facilities;  operating  trucking  services,  including 
inland  container  yards  and  container  freight  stations; 
conducting  warehousing  activities  or  providing  services 
as  a  dockside  entity.  Further,  there  were  concerns 
that  U.S. -flag  carriers  were  being  charged  exorbitant 
rates  for  port  calls  and  assessed  disproportionately 
high  charges  or  discriminatory  charges  for  business 
transactions  in  the  PRC  vis-a-vis  PRC  carriers. 

Over  the  course  of  the  investigation,  commercial 
and  intergovernmental  discussions  were  held.  PRC 
authorities  made  significant  concessions  regarding  most 
matters.  The  one  unresolved  issue  was  trucking.  In 
light  of  these  developments  and  the  progress  achieved, 
the  Commission  discontinued  the  proceeding  in  February 
1992.  Because  of  the  Commission's  interest  in  the 
remaining  unresolved  issues  and  implementation  of  PRC 
commitments,  the  Commission  issued  a  separate  Order 
Requiring  Information  directing  carrier  parties  to 
report  on  conditions  in  the  trade  through  a  series  of 
periodic  reports.  A  review  of  these  reports  indicated 
that  some  PRC  commitments  may  not  have  been  effectively 
implemented.  Although  the  trucking  issue  was 
subsequently  resolved  in  March  1993,  with  Sea-Land 
Service,  Inc.  being  granted  authority  to  operate  a 
trucking  service,  in  conjunction  with  a  PRC  company, 
for  six  years,  the  tariff  recognition  issue  resurfaced. 
This  issue,  among  others,  was  a  key  topic  discussed  in 
talks  between  the  United  States  and  the  PRC  regarding 
the  renewal  of  the  U.S. /PRC  bilateral  maritime 
agreement.  The  Commission  was  informed  by  the  U.S. 
Maritime  Administration,  the  lead  U.S.  agency  for  the 
talks,  that  the  PRC  Government  made  a  commitment  to 
ensure  that  lawfully  filed  tariffs  of  not  only  U.S. 
carriers,  but  other  foreign  carriers,  would  be  honored 
by  PRC  agents.  The  Commission  was  also  informed  that 
the  U.S.  carriers  were  satisfied  generally  with  the 
results  of  the  talks.  Thus  it  would  appear  that  the 
last  remaining  issue  has  been  resolved. 

(5)  Docket  No.  91-44  -  Actions  To  Address  Adverse 
Conditions  Affecting  United  States  Carriers  In  The 
United  States/Taiwan  Trade 

On  October  11,  1991,  the  Commission  initiated  a 
proceeding  under  FSPA  based  on  information  obtained  in 
response  to  two  Information  Demand  Orders  issued 
subsequent  to  the  discontinuance  of  prior  proceedings. 
The  Order  designed  five  major  concerns:  (1)  the 
operation  of  off -dock  container  terminals  being  subject 
to  land  area  and  third-party  container  handling 
restrictions;   (2)   prohibitions  on  U.S.   carriers' 
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obtaining  trucking  licenses;  (3)  requirements  that 
chassis  registration  include  listing  the  authorized 
user  of  the  chassis  (user  may  not  be  a  U.S.  carrier); 

(4)  problems  in  the  processing  of  U.S.  carrier 
applications  for  authority  to  lease  empty  containers  or 
to  engage  in  the  business  of  leasing  containers;  and 

(5)  requirements  that  applications  for  licenses  to 
operate  a  shipping  agency  in  Taiwan  must  first  produce 
contracts  with  intended  customers. 

Comments  received  in  the  investigation  indicated 
that  substantial  progress  had  been  achieved  on  most 
issues  with  the  exception  of  trucking.  Regarding  the 
trucking  issue,  the  U.S.  carriers  indicated  that, 
although  the  proposed  trucking  amendment  that  would 
liberalize  trucking  to  some  degree  had  not  been 
enacted,  they  did  not  intend  to  engage  in  trucking  in 
Taiwan  even  if  restriction  were  removed.  Further,  they 
felt  sanctions  were  "unwarranted."  Given  these 
sentiments,  the  satisfactory  resolution  of  the  majority 
of  the  issues  raised,  and  the  pendency  of  corrective 
legislation  on  the  trucking  issue,  the  Commission,  even 
though  finding  that  conditions  adversely  affected  U.S. 
carriers  in  this  trade,  discontinued  the  proceeding  on 
May  13,  1992.  The  Commission  determined,  however,  that 
the  situation  required  further  monitoring  and  required 
U.S.  and  Taiwan  carriers  serving  Taiwan  to  file  reports 
updating  the  Commission  on  conditions  and  developments 
in  the  trade.  The  latest  reports,  filed  this  past 
summer,  indicated  that  the  legislation  to  amend  the 
Taiwan  trucking  laws  remained  pending.  The  Commission 
continues  to  monitor  this  situation. 

(6)  Docket  No.  91-19  -  Actions  To  Address  Adverse 
Conditions  Affecting  United  States  Carriers  That 
Do  Not  Exist  For  Foreign  Carriers  In  The  United 
States/Japan  Trade 

Based  on  responses  to  an  earlier  Information 
Demand  Order,  the  Commission  initiated,  on  April  15, 
1991,  an  FSPA  investigation  of  certain  charges  imposed 
on  carriers  serving  Japanese  ports  that  were  paid  into 
a  fund  known  as  the  Harbor  Management  Fund  ("Fund") . 
The  Commission,  however,  discontinued  the  proceeding  on 
June  13,  1991,  based  on  a  joint  motion  made  by  U.S.  and 
Japanese  carriers  that  informed  the  Commission  that  a 
new  agreement  had  been  reached  between  the  Japan  Harbor 
Transportation  Association  and  the  Japan  Foreign 
Shipowners  Association  substantially  removing  the 
adverse  effect  of  the  Fund  on  U.S.  carriers.  In 
addition,  the  Japanese  Minister  of  Transport  gave 
assurances  that  the  Fund  would  be  discontinued  by 
March  31,  1992.  As  a  condition  of  the  proceeding's 
discontinuance,  the  Commission  required  carriers  to 
file  periodic  reports  in  order  to  closely  monitor  the 
Fund  and  its  elimination.   The  last  in  a  series  of  six 
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reports  was  filed  on  October  31,  1992.  The  reports 
confirmed  that  the  Fund  was  eliminated.  Because  of 
questions  regarding  the  nature  of  the  expenditures  from 
the  Fund,  certain  Japanese  carriers  continue  to  file 
voluntarily  quarterly  reports  on  Fund  expenditures  to 
assure  the  Commission  that  the  expenditures  are  labor- 
related  and,  hence,  of  some  benefit  to  U.S  carriers 
serving  Japan. 

(7)  Petition  No.  P8-92  -  Petition  For  An  Investigation 
Of,  And  For  Section  19  Relief  From,  Italian 
Subsidies  For  Carnival  Cruise  Line  Passenger 
Vessels 

On  October  16,  1992,  the  Shipbuilders  Council  of 
America  filed  a  Petition  for  section  19  relief  alleging 
that  subsidies  offered  by  the  Italian  Government  for 
the  construction  of  passenger  vessels  by  the  state- 
owned  shipbuilding  conglomerate,  Fincantieri,  result  in 
conditions  unfavorable  to  shipping  in  the  U.S.  trades. 
The  Shipbuilders  Council  of  America  contended  that  such 
subsidies  harm  shipping  in  the  U.S.  trades  by  denying 
such  construction  work  to  unsubsidized  U.S.  shipyards 
and  contributing  significantly  to  the  nonparticipation 
of  U.S. -flag  carriers  in  the  ocean-going  passenger 
liner  trade  of  the  United  States. 

Upon  consideration  of  the  Petition  and  the 
comments  filed  in  response,  the  Commission  concluded 
that  the  activities  addressed  in  the  Petition  were  not 
within  its  jurisdiction.  The  Commission  concurred  with 
those  commenters  who  construed  the  term  "shipping  in 
the  foreign  trade"  to  mean  transportation  services  and 
activities  related  to  the  offering  and  performance  of 
such  services.  The  Commission  stated  that  this  term 
did  not  extend  to  the  design,  construction,  and  sale  of 
vessels  that  was  the  subject  of  the  Petition.  The 
Commission  further  concluded  that  nothing  in  the 
legislative  history,  arguments  by  analogy  to  other 
statutes,  or  rules  of  construction  provided  a  basis  for 
bringing  within  the  ambit  of  the  term  "shipping"  the 
subsidies  for  vessel  construction.  The  Commission, 
therefore,  dismissed  the  Petition  on  July  6,  1993. 
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Mr.  Moran.  Mr.  Taylor. 

Mr.  Taylor.  Thank  you,  Mr.  Chairman.  I  believe  that  tomorrow 
the  authorizing  committee  which  I'm  a  member  of,  has  the  FMC 
before  us.  I  would  like  to  spend  a  little  time  looking  at  their  budget 
request  and  may  submit  some  questions  in  writing  later,  but  I 
don't  have  any  questions  now. 

Mr.  MORAN.  Very  well,  Mr.  Taylor. 

Mr.  Skaggs. 

REGULATORY  AGENCY  SIMILARITIES 

Mr.  Skaggs.  Thank  you,  Mr.  Chairman. 

I  have  a  kind  of  off-the-wall  question  for  you.  We  are  all  thinking 
different  kinds  of  thoughts  than  we  would  have  under  different 
budget  circumstances. 

In  addition  to  the  Maritime  Commission,  what  are  the  other  sort 
of  sister  agencies  that  deal  with  regulatory  responsibilities  in  the 
transportation  industry  broadly  defined?  ICC? 

Mr.  Hathaway.  ICC,  right. 

Mr.  Skaggs.  And  that  is  it? 

Mr.  Hathaway.  I  suppose  the  Federal  Trade  Commission  could, 
at  times,  come  into  play  with  respect  to  a  transportation  entity,  but 
that  is  not  their  main  concern.  But,  usually,  just  the  ICC  and  the 
FMC.  Oh,  yes,  the  Federal  Aviation  Administration.  I  forgot  we 
have  airplanes. 

Mr.  Skaggs.  I  sort  of  see  them  in  a  different  role,  I  suppose. 

I  just  wondered  whether  there  was  any  economy  of  scale  to  be 
realized  by  looking  at  consolidating  any  of  the  support  functions 
among  the  different  commissions. 

Mr.  Hathaway.  Well,  it  has  been  discussed — Congressman 
Jones,  when  he  was  alive,  put  in  a  bill  every  two  years  to  have  the 
FMC  take  over  the  ICC  jurisdiction.  I  don't  know  for  sure  what  the 
reasons  are. 

Mr.  Skaggs.  Some  committees  don't  want  the  jurisdiction. 

Mr.  Hathaway.  Anyway,  there  has  been  talk  of  that.  It  is  not  as 
easy  as  you  would  think  it  might  be.  You  would  have  to  revise  the 
laws. 

Basically,  the  common  carriers  that  go  port  to  port — they  will  file 
their  port  to  port  tariffs  with  the  FMC.  If  it  is  intermodal,  they  file 
with  the  ICC.  And  the  ICC  usually  gives  them  a  better  break  and 
they  can  charge  a  higher  rate,  so  most  of  them  file  with  the  ICC. 

Mr.  Skaggs.  So  there  is  some  gaming  of  the  system. 

Mr.  Hathaway.  Yes.  They  play  games  with  the  system.  That  is 
absolutely  right. 

And  if  it  is  all  put  into  one  agency,  well,  we  would  have  to  have 
the  law  changed.  We  wouldn't  want  to  be  administrating  two  dif- 
ferent systems  under  one  agency.  So  the  Congress  would  have  to 
change  the  law  to  say,  well,  here  is  the  system.  You  file  in  accord- 
ance with  the  way  the  Federal  Maritime  Commission  had  it  before. 

And  we  would  have  rate-setting  ability  with  respect  to  the  rates 
which  would  be  charged,  as  we  have  now  over  lines  who  file  with 
us  for  their  shipments  to  Hawaii.  They  want  to  get  a  rate  increase 
and  come  before  us,  and  we  have  to  determine  whether  it  is  reason- 
able or  not,  whether  we  should  allow  it.  The  ICC  doesn't  do  that 
with  respect  to  the  rates  that  are  filed  with  them. 
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Mr.  Skaggs.  Any  back-of-the-envelope  sense  of  what  might  be 
able  to  be  saved,  since  at  least  the  support  functions,  the  adminis- 
trative functions,  could  be  presumably  handled  more  efficiently? 

Mr.  Hathaway.  Well,  you  can  save  the  salaries  of  five  Commis- 
sioners and  their  staffs.  How  much  beyond  that  you  would  save,  I 
am  not  sure. 

You  would  save  the  rent  if  you  crowded  them  all  into  one  build- 
ing. But  you  would  probably  have  to  expand  there,  so  maybe  you 
wouldn't  save  much  there. 

I  would  have  to  look  into  it  and  come  back,  because  I  never 
thought  of  it  before. 

I  don't  know  that  much  about  the  ICC  and  what  they  do,  but  if 
they  are  on  a  bare  bones  budget,  as  I  presume  they  are,  as  we  are, 
I  don't  know  that  there  would  be  much  of  any  savings. 

Mr.  Skaggs.  Okay.  Thank  you. 

Mr.  Hathaway.  You  are  welcome. 

Mr.  Moran.  Thank  you,  Mr.  Skaggs. 

Well,  let's  conclude  the  hearing  at  this  point.  We  thank  you  very 
much,  Mr.  Chairman,  and  we  will  go  down  and  vote  now  and  re- 
sume with  the  Marine  Mammal  Commission  in  about  five  minutes. 

Mr.  Hathaway.  Thank  you  very  much,  Chairman  Moran.  It  has 
been  a  pleasure  being  with  you. 

[The  following  questions  were  submitted  to  be  answered  for  the 
record:] 
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Questions  Submitted  by  Chairman  Smith 

ATFI 

QUESTION:  Current  law  provides  for  the  collection  of 
ATFI  user  fees  through  FY  1995.  Do  you  anticipate  any 
extension  of  these  fees  beyond  that  time? 

ANSWER:  I  am  not  aware  of  any  intent  at  this  time  to 
amend  the  "Davis  Law"  statute  (P.L.  102-582)  to  extend 
the  ATFI  user  fees  required  therein. 

FY  1995  Budget  Request 

QUESTION:  What  was  your  original  FY  1995  request 
submitted  to  OMB?  What  items  were  cut  from  that 
request? 

ANSWER:  The  Commission's  FY  95  budget  request  to  OMB 
was  for  $21,474,000  and  222  FTEs.  The  request  was  an 
increase  of  $2,574,000  over  the  FY  94  Congressional 
appropriation  of  $18,900,000,  and  included  funding  for 
14  authorized  FTEs  (only  208  FTEs  could  be  funded  in  FY 
94  at  the  appropriated  level) .  The  Commission  received 
a  final  passback  amount  of  $18,700,000,  which  is 
$200,000  less  than  our  FY  94  appropriation,  and  an  FTE 
level  of  208.  In  order  to  function  in  a  curtailed 
manner  at  the  funding  level  of  $18,700,000,  the  FMC 
will  only  be  able  to  fund  205  of  its  208  authorized 
FTEs. 

The  significant  items  which  were  not  funded 
in  the  passback  are:  $1,018,000  for  17  FTEs;  $487,000 
for  promotions,  awards,  and  overtime;  $150,000  for 
travel;  $370,000  for  furniture  and  equipment,  including 
ADP  equipment;  $200,000  for  information  resources 
management  initiatives;  and  $549,000  for  other 
administrative  expenses . 

QUESTION:  Is  the  amount  you  are  requesting  sufficient 
to  carry  out  the  statutorily  mandated  functions  of  the 
Commission? 

ANSWER:  While  the  President's  budget  request  will 
allow  the  Commission  to  do  its  job,  it  will  be  done  in 
an  extremely  austere  manner.  However,  not  only  will 
this  request  not  allow  us  to  fully  fund  our  already 
reduced  level  of  FTEs,  the  Commission  can  operate  at 
this  funding  level  only  by  taking  such  severe  measures 
as  freezing  hiring;  eliminating  all  promotions, 
furniture/equipment  purchases,  and  awards;  and 
drastically  reducing  travel  and  training  funding.  This 
will  seriously  curtail  the  Commission's  ability  to  meet 
its  statutory  responsibilities.  In  other  words,  we 
will  be  operating  in  a  "bare  bones"  scenario  which  will 
not  allow  us  to  absorb  further  budget  cuts  without 
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immediate  negative  effect  on  statutorily  mandated 
programs  and  personnel,  i.e.,  we  will  be  faced  with  the 
decision  either  to  institute  furloughs  and/or  to  close 
one  or  more  field  offices,  which,  of  course,  would 
involve  reductions  in  force  (RIFs) . 

FY  1993  Actual  Obligations 

QUESTION:  What  were  the  Commission's  actual  obligations 
for  fiscal  year  1993?  Were  any  funds  returned  to  the 
Treasury  at  the  end  of  FY  1993?  If  so,  please  provide 
for  the  record  a  breakout  of  the  funds  returned  by 
activity. 

ANSWER:  The  Commission  obligated  the  full  $18,300,000 
appropriated  for  FY  93.  No  funds  were  returned  to  the 
Treasury. 

Enforcement  Actions 

QUESTION:  How  much  was  collected  by  the  Commission  in 
fines  and  penalties  in  FY  1993?  Was  the  entire  amount 
returned  to  the  Treasury?  Are  we  likely  to  see  similar 
amounts  in  fiscal  years  1994  and  1995? 

ANSWER:  In  FY  93,  the  Commission  collected  $2,078,000 
in  fines  and  civil  penalties.  The  entire  amount  was 
returned  to  the  Treasury.  It  is  possible  that  the 
Commission  will  collect  similar  amounts  in  FY  94  and  FY 
95.  However,  reduced  funding  and  staffing  could  affect 
our  enforcement  efforts. 

QUESTION:  To  what  do  you  attribute  the  decrease  in 
fines  and  penalties  collected?  Would  an  increase  in 
enforcement  resources  for  the  FMC  lead  to  additional 
revenues  for  the  Treasury  through  additional  fines? 

ANSWER:  In  FY  90  and  FY  91,  the  Commission  collected 
over  $44,000,000  in  civil  penalties  as  the  result  of 
the  Commission's  enforcement  efforts  in  the  largest 
U.S.  trade,  the  Transpacific.  Collections  in  FY  92 
totaled  $721,000,  and  in  FY  93,  $2,078,000.  Inasmuch 
as  some  major  trades  are  substantially  in  compliance  as 
a  result  of  our  past  efforts,  collections  in  the  near 
future  are  not  expected  to  achieve  the  levels  of  those 
in  fiscal  years  90  and  91.  Also  contributing  to  our 
expectation  of  lower  penalty  collections  are  the 
residual  deterrent  effects  of  our  recent  enforcement 
activities  and  ongoing  industry  self-policing  programs, 
which  the  Commission  has  supported  strongly.  A  recent 
example  of  our  commitment  to  this  type  of  trade  effort 
is  my  February  9,  1994,  announcement  that  the 
Commission  had  entered  into  compromise  agreements  with 
14  carriers  in  the  U.S. /Northern  Mediterranean  trades. 
The  settlements  granted  immunity  from  civil  penalties 
for  past  practices  and  required  the  carriers  to  enter 
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into  membership  in  a  trades-wide  compliance  agreement 
to  provide  carrier  self-policing  of  their 
U.S. /Mediterranean  services. 

The  amounts  of  anticipated  civil  penalty 
collections  depend  largely  on  the  particular 
enforcement  programs  in  effect  and  the  nature  of  the 
targets  of  those  programs  —  e.g.,  large  shipping 
companies  and  conferences  vis-a-vis  small  intermediary 
operations.  These  program  variations  explain  the  wide 
range  of  penalty  collections  over  the  years.  The 
Commission  does  not  have  specific  monetary  penalty 
objectives  for  a  given  year;  the  enforcement  program  is 
guided  by  the  overall  objectives  of  obtaining 
compliance  with  the  Shipping  Acts  and  their 
implementing  regulations,  and  ensuring  equitable  trade 
conditions  in  oceanborne  trades.  Imposition  of 
penalties  and  the  deterrent  effects  of  publicizing  the 
assessment  of  such  penalties  are  but  one  means  by  which 
compliance  is  effected.  Others  include  the  ongoing 
program  of  auditing  industry  practices,  educating 
entities  in  their  statutory  and  regulatory 
responsibilities,  and  assisting  trades  in  policing 
their  own  activities.  Because  of  the  various  means  the 
Commission  utilizes  for  achieving  its  enforcement 
objectives,  we  cannot  make  the  statement  that 
additional  enforcement  resources  will  necessarily  lead 
to  additional  revenues  for  the  Treasury  through 
additional  fines.  However,  additional  enforcement 
resources  are  necessary  to  allow  the  Commission  to 
implement  more  fully  its  objectives.  For  example,  the 
current  level  of  FTEs  and  our  lack  of  flexibility  to 
provide  appropriate  funding  for  support  of  enforcement 
activities  will  make  it  extremely  difficult  to  maintain 
our  high  standards.  Difficult  decisions  will  continue 
to  be  made  regarding  the  number  and  depth  of  our 
enforcement  initiatives,  as  the  lack  of  staff  and 
collateral  funding  forces  the  Commission  to  limit  its 
scope. 

Questions  Submitted  by  Congressman  Rogers 

Status  of  ATFI 

QUESTION:  In  your  statement,  you  briefly  updated  the 
status  of  implementing  the  ATFI  system.  You  indicated 
that  while  getting  off  to  a  slow  start,  most  of  the 
tariffs  have  been  filed  into  the  new  system.  What 
accounted  for  the  slow  start  to  official  filings? 

ANSWER:  ATFI's  phase-in  began  on  February  22,  1993. 
When  the  Commission  directed  that  ATFI  be  implemented, 
it  ordered  common  carriers  to  file  their  tariffs  in 
electronic  form  during  seven  specified  periods  which 
ended  on  December  31,  1993.  As  of  February  15,  1994 
(the  date  of  the  most  recently  available  information) , 
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2,929  tariffs  have  been  filed  in  the  system.  By 
number,  this  represents  about  50%  of  the  approximately 
5,000  paper  tariffs  that  are  currently  on  file. 
However,  we  do  not  believe  that  5,000  electronic 
tariffs  will  be  filed  in  ATFI.  We  believe  that 
carriers  will  find  it  more  practical  and  less  costly  to 
combine  their  tariffs  for  filing  in  ATFI  format. 
Therefore,  the  number  of  tariffs  already  in  ATFI  may 
well  represent  closer  to  80%  of  the  entire  volume  of 
tariffs  to  be  filed. 

Despite  several  years  of  preparing  the 
industry  for  tariff  automation,  some  entities  within 
the  industry  were  unable  to  meet  the  filing  deadlines. 
To  facilitate  tariff  conversion  according  to  the 
published  schedule,  the  Commission  considered  over  100 
formal  petitions  for  extension  affecting  more  than 
1,000  carriers  during  1993.  All  of  the  reguests  were 
granted  but  no  carrier  has  been  granted  an  extension 
beyond  December  31,  1993. 

QUESTION:  When  do  you  expect  the  filings  to  be 
completed? 

ANSWER:  As  of  February  15,  1994,  the  Commission  has 
instituted  two  show  cause  proceedings  against  a  number 
of  carriers  who  have  failed  to  file  a  tariff  into  ATFI 
by  the  prescribed  deadline  applicable  to  the  tariff's 
geographic  scope.  One  proceeding  resulted  in  an  order 
directing  the  cancellation  of  paper  tariffs  belonging 
to  67  carriers.  The  other  show  cause  order  proceeding 
should  become  final  by  the  end  of  March>1994.  The 
Commission  will  be  issuing  a  show  cause  order  against 
approximately  250  carriers  by  February  20,  1994.  The 
Commission  expects  to  finalize  other  show  cause 
proceedings  against  the  remaining  carriers  who  have 
failed  to  file  their  ATFI  tariffs  before  the  close  of 
the  fiscal  year. 

QUESTION:  Have  these  delays  resulted  in  any  additional 
unanticipated  costs? 

ANSWER:  These  delays  have  not  resulted  in  any 
additional  unanticipated  costs. 

QUESTION:  What  has  been  industry  reaction  to  the  new 
system? 

ANSWER:  Initially,  the  reaction  of  the  industry  had 
been  one  of  general  reluctance.  Frankly,  it  is  my 
opinion  that  major  portions  of  the  industry  never  truly 
believed  that  the  Commission  would  be  successful  or  was 
willing  to  persevere  in  a  project  of  this  complexity  or 
magnitude.  However,  after  ATFI  was  placed  into 
production,  parts  of  the  maritime  industry  finally 
recognized  the  benefits  of  working  with  pricing  data  in 
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data  format,  instead  of  outmoded  and  cumbersome 
representations  of  rate  information  on  paper.  These 
entities,  for  the  most  part,  now  support  and  promote 
the  benefits  of  automated  tariff  information. 

At  the  same  time,  however,  there  remains  some 
concern  on  the  part  of  the  industry  about  various 
features  in  ATFI.  Generally,  these  concerns  are  in  the 
area  of  the  form  and  content  of  tariff  data  filed  into 
the  system.  To  the  extent  possible,  each  of  these 
concerns  is  being  reviewed  as  experience  is  gained.  We 
have  made  modifications  to  the  system  and  anticipate 
modifications  in  the  future  since  these  systems,  by 
their  nature,  are  dynamic,  not  static.  We  have  always 
worked,  and  will  continue  to  work,  with  the  industry  on 
these  matters. 

QUESTION:  Have  you  identified  any  problems,  or  changes 
needed,  now  that  the  system  has  been  operational  for 
almost  a  year? 

ANSWER:  We  have  made  modifications  to  the  system 
since  the  first  tariffs  were  filed  in  the  prototype 
phase  of  the  system,  and  we  anticipate  modifications  in 
the  future.  A  number  of  these  modifications  were  made 
to  address  industry  requests;  others  were  made  to 
improve  the  system's  operating  efficiency.  We  will 
continue  to  work  with  the  industry  on  these  matters,  as 
we  anticipate  a  constant  refinement  of  the  system.  Our 
funding  request  includes  some  monies  to  address  future 
modifications . 

QUESTION:  You  indicated  in  your  statement  that  the 
total  FY94  requirement  for  the  ATFI  system  is  $1.1 
million  —  a  decrease  of  $400,000.  What  accounts  for 
the  decrease?  Will  $1.1  million  be  a  recurring  expense 
for  the  system,  and  what  will  this  funding  support? 

ANSWER:  The  Commission  is  currently  in  the  last 
option  year  of  the  original  5-year  ATFI  contract  for 
design,  development  and  implementation  of  the  system. 
The  Commission  has  begun  preparations  for  the 
recompetition  of  the  ATFI  contract.  The  $1.1  million 
we  are  seeking  in  FY  95  is  to  cover  the  major  ATFI 
contract  and  miscellaneous  ATFI-related  costs.  Funds 
will  be  required  in  FY  95  and  beyond  to  provide  for 
system  maintenance  and  necessary  enhancements  for 
required  technological  upgrades.  Because  we  are  in  the 
initial  stages  of  recompeting  the  ATFI  contract,  we 
cannot  at  this  time  estimate  those  out-year  costs  until 
the  recompetition  process  is  complete.  However,  it  is 
our  best  estimate  that  there  will  be  yearly  recurring 
expenses  in  the  neighborhood  of  $1.1  million. 

QUESTION:  In  FY94,  the  Commission  was  given  the 
authority  to  borrow  from  the  Treasury  to  complete  and 
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upgrade  the  ATFI  system.  Did  the  Commission  use  this 
borrowing  authority?  Will  the  Commission  need  such 
authority  in  the  future? 

ANSWER:  No,  the  Commission  did  not  use  this  borrowing 
authority.  The  OMB  passback  for  our  FY  1994  budget 
request  provided  funding  for  only  $1.41  million  of  the 
$1.82  million  the  Commission  requested  for  ATFI.  OMB 
suggested  that  we  absorb  the  difference  or  request  a 
repayable  advance  for  the  remaining  $410,000  from  the 
user  fee  collections  under  the  Davis  Law.  This 
Subcommittee  indicated  that  the  Commission  should  only 
borrow  funds  if  Davis  Law  user  fee  collections  proved 
to  be  materializing  at  a  rate  sufficient  to  allow 
repayment.  Our  projections  indicated  that  Davis  Law 
funds  were  clearly  going  to  be  insufficient  to  repay  an 
advance  of  the  size  contemplated. 

During  FY  1993,  Personnel  and  Benefit  savings 
were  realized  because  vacancies  in  the  Offices  of  the 
Commissioners  and  staff  were  not  filled  as  anticipated. 
The  Commission  decided  to  reprogram  this  fortuitous 
surplus.  Another  factor  leading  to  the  reprogramming 
decision  was  the  urgent  need  to  procure  upgraded  ATFI 
equipment  (hardware  and  software) .  These  procurements 
had  been  deferred  because  of  budget  constraints  in 
previous  fiscal  years.  Since  the  ATFI  prototype  went 
into  production  in  FY  1993,  we  wanted  to  procure  the 
items  in  FY  1993  to  avoid  capacity  overloads.  The 
Commission  determined  that  it  would  be  more  fiscally 
responsible  to  procure  this  equipment  in  FY  1993  and  to 
pay  for  it  with  accrued  savings  rather  than  attempt  to 
obtain  a  repayable  advance  in  FY  1994  from  uncertain 
user  fee  collections  under  the  Davis  Law.  Accordingly, 
the  Commission  advised  Congress  on  August  6,  1993,  that 
it  intended  to  reprogram  $410,000  in  FY  1993  funds  from 
Personal  Services  to  Administrative  Expenses,  to  be 
used  for  the  Commission's  ATFI  system.  The  upgrade 
equipment  has  been  purchased  with  these  funds  and  has 
proven  to  be  very  beneficial  to  ATFI  operations. 

The  Commission  does  not  anticipate  a  need  for 
such  authority  in  the  future. 


Wednesday,  February  9,  1994. 
MARINE  MAMMAL  COMMISSION 

WITNESSES 

JOHN  E.  REYNOLDS,  III,  Ph.D.,  CHAIRMAN, 

JOHN  R.  TWISS,  JR.,  EXECUTIVE  DHtECTOR 

ROBERT  J.  HOFMAN,  Ph.D.,  SCIENTD7IC  PROGRAM  DIRECTOR 

MICHAEL  L.  GOSLINER,  ESQUIRE,  GENERAL  COUNSEL 

DAVID  W.  LAIST,  POLICY  AND  PROGRAM  ANALYST 

Mr.  Smith.  Next  we  have  the  Marine  Mammal  Commission.  The 
Commission's  request  is  $1,390,000,  which  is  an  increase  of 
$100,000  over  the  amount  appropriated  for  fiscal  year  1994.  We 
will  insert  the  justification  materials  for  this  request  into  the 
record  at  this  point. 

[The  justifications  follow:] 
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MARINE  MAMMAL  COMMISSION 

ANNUAL  ESTIMATE  OF  APPROPRIATION 

FISCAL  YEAR  1995 


COMMITTEE  ON  APPROPRIATIONS 

SUBCOMMITTEE  ON  THE  DEPARTMENTS  OF  COMMERCE, 

JUSTICE,  AND  STATE,  THE  JUDICIARY,  AND  RELATED  AGENCIES 

UNITED  STATES  HOUSE  OF  REPRESENTATIVES 

7  FEBRUARY  1994 


Ill 

MARINE  MAMMAL  COMMISSION 
SALARIES  AND  EXPENSES 

For  necessary  expenses  of  the  Marine  Mammal  Commission  as 
authorized  by  Title  II  of  Public  Law  92-522,  as  amended, 
[$1,290,000]  $1,390,000. 
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MARINE  MAMMAL  COMMISSION 
CONSULTING  SERVICES  -  FY  1995 

Pursuant  to  Public  Law  96-304,  §  307(a)  and  (b) ,  this  is  to 
advise  the  Committee  that  the  Marine  Mammal  Commission  has  budgeted 
no  funds  for  consulting  services  in  FY  1995.  During  FY  1994,  to 
date,  no  money  has  been  spent  on  consulting  services.  It  is  not 
anticipated  that  money  will  be  spent  on  consulting  services  in 
either  FY  94  or  FY  95. 
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-^  MARINE  MAMMAL  COMMISSION 

"«**!,l**?)g.  SALARIES  AMD  EXPENSES 

J    July  IMC  Bw«e»  «*  »■•  wwt 
j    CwWfc  Ail  InW. 

""program  and  Financing  (in  thousands  of  dollars) 
i 
I 


95-2200-0-1-302 


'•93 


■.  94 


»  95 


ftr-repr-mii  bv  activities: 


10.00      Total  obligations. 


Financing: 


25.00  Unobligated  balance 
lapsing 


40.00  Budget  authority 
(appropriation) . . 


I 


elation  of  obligations 
o  outlays: 


j 71.00  Obligations  incurred,  net. 

j 72.40  Obligated  balance,  start 
of  year 


j 74.40  Obligated  balance,  end 
of  year 

j 

!  77.00  Adjustments  in  expired 
accounts 


90.00  Outlays 
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1260 


1259 
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-280 
-15 

1401 
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1290 


1290 


1290 


280 


-210 


1360 
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1390 


1390 


1390 
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-227 


1373 
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STANDARD  FORM  304 

Mar  •»».  Bureau  of  the  Sudan 
Ocular  No   A-ll.  Kerned. 

MN-103 


OBJECT  CLASSIFICATION  (in  thousands  of  dollars) 


1 d« at ifccan oa  code 


95-2200-0-1-302 


"93 

actual 


19  94 


1995 


Personnel  compensation: 
ill  Permanent  positions... 


11.)         Positions  other  than  permanent 

11.$         Other  personnel  compensation 

11.8         Special  personal  services  payments. 
Total  personnel  compensation.... 


12. 


Personnel  benefits 
Civilian 


13.0     Benefits  (or  former  personnel 

21.0  Travel  and  transportation  of  persons. 

22  0     Transportation  of  things 

23.1  Rental  Payments  to  GSA 

23-0     Rent,  communications,  and  utilities... 


24.0     Printing  and  reproduction 

25.0    Other  services. 

26  0     Supplies  and  materials 

31.0    Equipment 

32.0    Lands  and  structures 

33-0     Investments  and  loans _ 

41.0  Grants,  subsidies,  and  contributions. 

42.0     Insurance  claims  and  indemnities 

43.0     Interest  and  dividends 

44.0    Refunds 


99.0         Total  obligations. 


584 
75 
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117 

48 

103 

46 

19 

238 

20 

9 


1,259 


599 
100 


699 
120 

65 

106 
47 

20 

204 

21 

8 


1,290 


659 
107 


766 
122 

65 

109 

54 

20 

219 

25 

10 


1,390 
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MARINE  MAMMAL  COMMISSION 

SALARIES  AMD  EXPENSES 

PERSONNEL  SUMMARY 


95-2200-0-1-302 

Total  number  of  full-time 
permanent  positions  allocated. 

Total  compensable  workyears: 

Pull -time  equivalent 
employment ................ 

Full-time  equivalent  of 
overtime  and  holiday  hours 

Average  GS  Grade 

Average  GS  Salary 
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1.94 


»95 
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12 


11 
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52,689 


(Mooocut:  1) 


11 
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57,181 
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MARINE  MAMMAL  COMMISSION 


Background 


The  Marine  Mammal  Protection  Act  of  1972  sets  forth  a 
national  policy  to  prevent  marine  mammal  species  and  populations 
from  diminishing,  as  a  result  of  human  activities,  beyond  the 
point  at  which  they  cease  to  be  significant  functioning  elements 
of  the  ecosystems  of  which  they  are  a  part.   Congress  directed 
that  the  primary  objective  of  marine  mammal  management  should  be 
to  maintain  the  health  and  stability  of  the  marine  ecosystem, 
and,  consistent  with  this  primary  objective,  to  obtain  and 
maintain  optimum  sustainable  populations  of  marine  mammals. 

Fiscal  Year  1994  to  Date 

In  the  Marine  Mammal  Commission's  1994  Congressional  budget 
justification  and  its  testimony  before  this  Committee  last  year, 
the  Commission  said  that,  in  Fiscal  Year  1994,  it  would  focus  on: 
completing  the  compendium  of  international  treaties  and 
agreements;  convening  a  workshop  to  review  and  update  basic 
principles  for  the  conservation  of  wild  living  resources  and 
making  public  the  results  thereof;  publishing  the  results  of  the 
research  activities  which  it  has  supported;  working  with  other 
Federal  agencies  to  implement  the  new  regime  to  govern  marine 
mammal-fisheries  interactions  expected  to  be  enacted  by  Congress 
in  1993;  encouraging  agencies  to  develop  and  implement  recovery 
plans  for  endangered  and  threatened  marine  mammal  species  and 
populations;  encouraging  agencies  to  develop  and  implement 
conservation  plans  for  depleted  and  non-depleted  species  and 
populations  that  would  benefit  from  such  plans;  fostering 
programs  to  assess  and  monitor  the  effects  of  pollution  and  other 
human  activities  on  marine  mammals  and  their  habitat;  and 
improving  the  planning  and  coordination  of  Federal  marine  mammal 
research  and  management  activities. 

I  am  pleased  to  report  that  work  on  the  Compendium  has  gone 
well.   There  have  been  several  changes,  which  have  delayed 
publication.   We  originally  thought  it  would  be  2,200  pages  long, 
but  a  number  of  sensible  recommendations  for  expansion  were  made 
by  our  international  advisory  board.   These  greatly  strengthened 
the  Compendium  which  is  now  3,600  pages  long  and  bound  in  three 
volumes.   It  is  at  the  Government  Printing  Office  and  will  be 
published  in  March. 

The  international  workshop  on  principles  for  the 
conservation  of  wild  living  resources  will  be  held  in  March  and 
the  results  published  this  summer.   In  developing  background 
papers  for  the  meeting,  scientists  and  managers  from  16  countries 
have  been  consulted  and  participants  will  come  from  11  countries. 
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Matters  with  respect  to  implementation  of  the  fishing  regime 
have  gone  more  slowly.   The  legislation  which  we  expected  to  be 
passed  in  the  summer  of  1993  was  not  passed.   As  a  result,  we 
have  been  and  are  now  working  with  committee  staffs  in  the  House 
and  Senate  to  help  with  drafting.   Both  chambers  have  drafts  in 
process,  and  we  shall  continue  to  help  with  this  important 
legislation. 

With  respect  to  recovery  plans  for  endangered  and  threatened 
species,  we  have  worked  during  the  first  four  months  of  fiscal 
year  1994  with  the  National  Marine  Fisheries  Service  and  the  Fish 
and  Wildlife  Service  on  recovery  planning  for  right  whales, 
manatees,  Steller  sea  lions,  Hawaiian  monk  seals,  and  other 
species.   Our  work  has  included  participating  in  recovery  team 
meetings  and  making  recommendations  to  strengthen  various 
research  and  management  activities  either  underway  or  planned. 
In  addition,  the  Commission  has  provided  the  Fish  and  Wildlife 
Service  extensive  drafting  assistance  with  conservation  plans  for 
walruses,  polar  bears,  and  sea  otters.   We  also  published  in 
December  a  comprehensive  report  on  U.S.  compliance  with  the 
International  Polar  Bear  Agreement. 

We  have  continued  to  work  closely  with  the  National  Marine 
Fisheries  Service  and  other  agencies  on  pollution  monitoring  and 
effects.   For  example,  to  further  this  country's  effectively 
addressing  pollution  by  marine  debris,  we  formally  recommended  to 
the  Environmental  Protection  Agency  that  it  form  an  interagency 
coordinating  committee  to  improve  the  effectiveness  of  Federal 
agency  efforts  to  address  this  issue. 

In  terms  of  improved  planning  and  coordination  of  research, 
members  of  the  Commission,  the  Committee  of  Scientific  Advisors, 
and  the  staff  have  worked  with  a  number  of  agencies  to  advise  on 
ways  in  which  to  strengthen  their  programs.   The  Commission  has 
commented,  among  other  things,  on  the  marine  debris  program,  the 
Hawaiian  monk  seal  program,  elements  of  the  manatee  program,  and 
research  and  management  planning  for  the  Steller  sea  lion.   The 
Commission's  annual  survey  of  Federally- funded  research  is 
underway  as  well. 

Objectives  for  Fiscal  Year  1995 

The  Commission  will  continue  to  meet  its  basic  statutory 
responsibilities  in  Fiscal  Year  1995  by: 

•  recommending  to  the  Secretaries  of  Commerce,  Interior, 
State,  and  other  Federal  agencies  actions  needed  to 
protect  and  conserve  marine  mammals  and  their  habitats; 

•  helping  coordinate  academic,  state,  Federal,  and 
international  research  efforts  to  increase  productivity 
and  prevent  wasteful,  duplicative  research; 
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•  managing  and  publishing  the  results  of  its  studies  in 
which  specific  problems  bearing  upon  marine  mammal 
protection  and  conservation  are  addressed; 

•  recommending  to  the  Secretaries  of  Commerce  and  the 
Interior  actions  on  the  issuance  of  permits  to  take 
marine  mammals  for  public  display,  scientific  research, 
and  enhancement  purposes; 

•  making  recommendations  to  the  Secretaries  of  Commerce 
and  the  Interior  on  any  requests  for  waivers  of  the 
moratorium  on  taking  and  return  of  management 
authorities  to  states;  and 

•  making  recommendations  on  United  States*  positions 
relative  to  international  negotiations  affecting  marine 
mammals  and  participating  in  those  negotiations. 

While  meeting  the  objectives  noted  above  in  Fiscal  Year 
1995,  the  Commission  will  focus  on:   communicating  and 
encouraging  efforts  to  apply,  both  nationally  and 
internationally,  the  findings  of  the  Commission-sponsored 
workshop  to  update  basic  principles  and  procedures  for 
conservation  of  wild  living  resources;  evaluating  international 
fishery  agreements  and  domestic  fishery  management  plans  to 
determine  changes  necessary  to  more  effectively  conserve  marine 
mammals  and  other  marine  ecosystem  components  as  well  as  the 
target  fish  stocks;  working  with  the  National  Marine  Fisheries 
Service  and  the  Fish  and  Wildlife  Service  to  implement  the  new 
regime  to  govern  marine  mammal-fisheries  interactions  expected  to 
be  enacted  by  Congress  in  1994 ;  fostering  programs  to  determine 
the  effects  of  pollution  and  other  human  activities  on  marine 
mammals  and  to  use  marine  mammals  as  indicators  of  the  status  of 
the  ecosystems  of  which  they  are  a  part;  encouraging  the 
responsible  regulatory  agencies  to  develop  and  implement  recovery 
plans  and  conservation  plans  for  endangered,  threatened,  and 
depleted  marine  mammal  species  and  populations;  improving  the 
planning  and  coordination  of  both  domestic  and  international 
marine  mammal  research  and  management  activities;  and  continuing 
to  publish  the  results  of  the  research  and  studies  it  has 
supported. 

Fiscal  Year  1995  Estimate 

The  Marine  Mammal  Commission's  FY  1995  budget  request  of 
$1,390,000  is  adequate  for  the  Commission  to  meet  its  oversight 
and  policy  making  responsibilities  while  still  providing  for 
certain  priority  research  projects. 
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Mr.  Smith.  Testifying  on  behalf  of  the  Commission  this  afternoon 
is  the  Chairman,  John  E.  Reynolds,  III. 

We  welcome  you.  Do  you  have  a  statement? 

Dr.  Reynolds.  Yes,  I  do,  Mr.  Chairman. 

It  is  a  pleasure  to  appear  before  you  and  the  Members  of  the 
Committee  this  afternoon.  As  you  indicated,  my  name  is  John 
Reynolds  and  I  am  the  Chairman  of  the  Marine  Mammal  Commis- 
sion. With  me  today  are  John  R.  Twiss,  Jr.,  the  Executive  Director; 
Robert  J.  Hofman,  Ph.D.,  the  Scientific  Program  Director;  Michael 
L.  Gosliner,  General  Counsel;  and  David  W.  Laist,  Policy  and  Pro- 
gram Analyst. 

For  the  record,  I  submitted  a  fairly  long  written  statement  to 
you,  and  with  your  permission,  I  would  like  to  make  a  brief  oral 
statement  at  this  time. 

Last  year  I  said  that  we  would  work  on  several  things,  including 
completing  the  Compendium  of  International  Treaties  and  Agree- 
ments; the  international  workshop  on  principles  of  wildlife  con- 
servation; the  regime  to  govern  marine  mammal-fishery  inter- 
actions; helping  agencies  develop  and  implement  recovery  and  con- 
servation plans;  participating  in  efforts  to  assess  and  monitor  pol- 
lution impacts  on  animals  and  habitats;  and  improving  planning 
and  coordination  of  relevant  Federal  research  and  management  ac- 
tivities. 

The  Compendium  is  at  the  printer  right  now,  and  the  final  docu- 
ment will  be  on  sale  in  March.  Attached  to  my  testimony  is  the 
table  of  contents  and  preface.  As  the  latter  indicates,  this  reference 
will  be  of  great  value  to  the  Federal  Government,  colleges  and  uni- 
versities, graduate  schools,  law  firms  and  other  organizations,  and 
is  already  much  in  demand.  Your  support  was  crucial  to  this 
project,  and  I  thank  you. 

During  the  week  of  March  7th,  scientists  and  wildlife  managers 
from  11  countries  will  meet  here  to  update  basic  principles  for  the 
conservation  of  wild  living  resources.  This  meeting  is  the  culmina- 
tion of  almost  two  years'  work.  To  date,  over  300  scientists  and 
wildlife  managers  have  been  consulted  in  16  countries  to  prepare 
a  background  paper  for  this  workshop.  The  workshop  should  have 
a  profound  influence  on  resource  conservation  worldwide. 

Following  the  workshop,  we  shall  work  to  ensure  that  the  results 
are  disseminated  both  here  and  abroad.  And  again,  had  it  not  been 
for  this  Committee's  foresight,  we  would  not  have  been  able  to  do 
this  important  study. 

These  two  projects  demonstrate  certain  facts  about  the  Marine 
Mammal  Commission.  First  of  all,  we  think  carefully  about  how  we 
can  get  the  most  out  of  the  money  we  have  and  the  costs  and  bene- 
fits of  activities  we  wish  to  fund.  The  Compendium,  for  example, 
was  costly  to  produce,  but  it  will  save  hundreds  of  thousands  of 
dollars'  worth  of  time  now  spent  on  doing  repetitive  searches  for 
the  same  material  within  the  U.S.  Government.  The  effect  will  be 
similarly  telling  internationally. 

Second,  we  invest  in  projects  that  have  practical  impact.  The 
Compendium's  value  is  obvious.  Perhaps  less  so  is  that  of  the  work- 
shop on  wild  living  resources.  The  results  of  this  workshop  should 
have  a  profound  effect  on  wildlife  management  here  and  abroad.  It 
is  clear  that  few  marine  mammal,  fishery,  and  other  wildlife  con- 
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servation  programs  have  been  successful  and  that  there  is  a  press- 
ing need  to  review  and  improve  basic  management  philosophies 
and  approaches.  It  is  also  clear  that  recent  technological  advances 
are  not  being  fully  used.  This  workshop  will  address  a  range  of  crit- 
ical problems  that  many  agencies  and  organizations  worldwide 
have  acknowledged  but  not  yet  addressed. 

In  fiscal  year  1995,  we  would  like  to  address  several  other  prob- 
lems of  domestic  and  international  significance.  Thanks  to  the 
Compendium,  we  are  now  in  a  position  to  make  an  organized  study 
of  fisheries  agreements  of  the  last  20  years.  I  suspect  that  this  re- 
view will  reveal  flaws  that  have  been  incorporated  consistently  in 
agreement  after  agreement. 

For  example,  I  believe  that  the  sound  biological  underpinnings 
which  should  be  the  basis  of  any  wildlife  management  agreement 
have  often  been  lacking.  With  careful  study  and  analysis,  it  should 
be  possible  for  us  to  recommend  to  the  National  Marine  Fisheries 
Service,  the  Department  of  State,  and  the  international  community 
changes  that  would  strengthen  negotiated  agreements  significantly. 

It  will  be  fiscal  year  1995  before  we  shall  be  able  to  move  aggres- 
sively to  help  people  implement,  both  here  and  abroad,  the  policies 
and  procedures  recommended  by  participants  in  the  workshop  on 
wild  living  resources.  Doing  so  will  result  in  substantially  improved 
wildlife  management,  healthier  ecosystems,  both  on  land  and  in  the 
sea,  and  the  realization  of  greater  economies  than  now  exist  in 
wildlife  management.  This  is  the  type  of  project  that  I  think  the 
Commission  was  established  to  do  and  does  well. 

We  shall  also,  in  1995,  help  the  National  Marine  Fisheries  Serv- 
ice and  other  affected  agencies  implement  the  new  regime  to  gov- 
ern marine  mammal-fisheries  interactions  likely  to  be  enacted  dur- 
ing this  session  of  Congress.  This  will  be  time-consuming  and  de- 
manding for  our  Committee  of  Scientific  Advisors  and  doubtless 
will  require  that  status  reviews  for  certain  species  be  done  under 
contract.  Careful  reviews,  however,  will  allow  us  to  provide  the  use- 
ful comments  and  guidance  to  the  Service  that  the  congressional 
committees  have  asked  of  us. 

In  closing,  I  would  like  to  thank  this  Committee  again  for  mak- 
ing it  possible  for  us  to  support  important  work,  much  of  which  is 
outlined  in  our  annual  report  which  has  been  provided  to  you.  The 
Commission's  national  and  international  reputation  as  an  objective 
source  of  scientific  and  management  advice  is  due  to  the  fact  that 
we  have  been  afforded  the  opportunity  to  do  work  of  significance. 

As  you  noted,  for  fiscal  year  1995,  we  are  requesting  $1,390,000. 
I  believe  that  this  will  allow  us  to  meet  all  of  our  statutory  obliga- 
tions as  well  as  to  provide  crucial  insight  into  important  research 
and  management  problems  that  might  otherwise  not  be  addressed. 

Thank  you  for  having  invited  us  to  appear  before  you. 

[The  prepared  statement  of  Dr.  Reynolds  follows:] 
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Mr.  Chairman,  it  is  a  pleasure  to  appear  before  you  and 
members  of  the  Committee  this  afternoon.   With  me  today  are  John 
R.  Twiss,  Jr.,  Executive  Director;  Robert  J.  Hofman,  Ph.D., 
Scientific  Program  Director;  Michael  L.  Gosliner,  General 
Counsel;  and  David  W.  Laist,  Policy  and  Program  Analyst. 

For  the  record,  I  submitted  a  fairly  long  written  statement. 
With  your  permission,  I  would  like  to  make  a  brief  oral  statement 
at  this  time. 

Last  year,  I  said  we  would  work  on:   completing  the 
compendium  of  international  treaties  and  agreements;  the 
international  workshop  on  principles  on  wildlife  conservation; 
the  regime  to  govern  marine  mammal-fishery  interactions;  helping 
agencies  develop  and  implement  recovery  and  conservation  plans; 
participating  in  efforts  to  assess  and  monitor  pollution  impacts 
on  animals  and  habitats;  and  improving  planning  and  coordination 
of  relevant  Federal  research  and  management  activities. 

The  Compendium  is  at  the  printer  now,  and  the  final  document 
will  be  on  sale  in  March.   Attached  to  this  testimony  is  the 
Table  of  Contents  and  Preface.   As  the  latter  indicates,  this 
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reference  will  be  of  great  value  to  the  Federal  government, 
colleges  and  universities,  graduate  schools,  law  firms,  and  other 
organizations  and  is  already  much  in  demand.   Your  support  was 
crucial  to  this  project  and  I  thank  you. 

During  the  week  of  March  7th,  scientists  and  wildlife 
managers  from  11  countries  will  meet  here  to  update  basic 
principles  for  the  conservation  of  wild  living  resources.   This 
meeting  is  the  culmination  of  almost  two  years  work.   To  date, 
over  300  scientists  and  wildlife  managers  have  been  consulted  in 
16  countries  to  prepare  a  background  paper  for  this  workshop. 
The  workshop  should  have  a  profound  influence  on  resource 
conservation  worldwide.   Following  the  workshop,  we  shall  work  to 
ensure  that  the  results  are  disseminated  here  and  abroad.   Again, 
had  it  not  been  for  this  Committee's  foresight,  we  would  not  have 
been  able  to  do  this  important  study. 

These  two  projects  demonstrate  certain  facts  about  the 
Commission.   First  of  all,  we  think  carefully  about  how  we  can 
get  the  most  out  of  the  money  we  have  and  the  costs  and  benefits 
of  activities  we  wish  to  fund.   The  Compendium,  for  example,  was 
costly  to  produce  but  it  will  save  hundreds  of  thousands  of 
dollars  worth  of  time  now  spent  doing  repetitive  searches  for  the 
same  material  within  the  U.S.  government.   The  effect  will  be 
similarly  telling  internationally.   Second,  we  invest  in  projects 
that  have  practical  impact.  The  Compendium's  value  is  obvious. 
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Perhaps  less  so  is  that  of  the  workshop  on  wild  living  resources. 
Results  of  this  workshop  should  have  a  profound  effect  on 
wildlife  management  here  and  abroad.   It  is  clear  that  few  marine 
mammal,  fishery,  and  other  wildlife  conservation  programs  have 
been  successful  and  that  there  is  a  pressing  need  to  review  and 
improve  basic  management  philosophies  and  approaches.   It  is  also 
clear  that  recent  technological  advances  are  not  being  fully 
used.   This  workshop  will  address  a  range  of  critical  problems 
that  many  agencies  and  organizations  worldwide  have  acknowledged 
but  not  yet  addressed. 

In  Fiscal  Year  1995,  we  would  like  to  address  several  other 
problems  of  domestic  and  international  significance.   Thanks  to 
the  Compendium,  we  are  now  in  a  position  to  make  an  organized 
study  of  fisheries  agreements  of  the  last  20  years.   I  suspect 
that  this  review  will  reveal  flaws  that  have  been  incorporated 
consistently  in  agreement  after  agreement.   For  example,  I 
believe  that  the  sound  biological  underpinnings  which  should  be 
the  basis  of  any  wildlife  management  agreement  have  often  been 
lacking.   With  careful  study  and  analysis,  it  should  be  possible 
for  us  to  recommend  to  the  National  Marine  Fisheries  Service,  the 
Department  of  State,  and  the  international  community  changes  that 
would  strengthen  negotiated  agreements  significantly. 

It  will  be  Fiscal  Year  1995  before  we  shall  be  able  to  move 
aggressively  to  help  people  implement,  both  here  and  abroad,  the 


124 


4 
policies  and  procedures  recommended  by  participants  in  the 
workshop  on  wild  living  resources.   Doing  so  will  result  in 
substantially  improved  wildlife  management,  healthier  ecosystems 
both  on  land  and  in  the  sea,  and  the  realization  of  greater 
economies  than  now  exist  in  wildlife  management.   This  is  the 
type  of  project  that  I  think  the  Commission  was  established  to  do 
and  does  well. 

We  shall  also,  in  1995,  help  the  National  Marine  Fisheries 
Service  and  other  affected  agencies  implement  the  new  regime  to 
govern  marine  mammal-fisheries  interactions  likely  to  be  enacted 
during  this  session  of  Congress.   This  will  be  time-consuming  and 
demanding  for  our  Committee  of  Scientific  Advisors  and  doubtless 
will  reguire  that  status  reviews  for  certain  species  be  done 
under  contract.   Careful  reviews,  however,  will  allow  us  to 
provide  the  useful  comments  and  guidance  to  the  Service  that  the 
Congressional  committees  have  asked  of  us. 

In  closing,  I  would  like  to  thank  this  Committee  again  for 
making  it  possible  for  us  to  support  important  work,  much  of 
which  is  outlined  in  the  Annual  Report  before  you.   The 
Commission's  national  and  international  reputation  as  an 
objective  source  of  scientific  and  management  advice  is  due  to 
the  fact  that  we  have  been  afforded  the  opportunity  to  do  work  of 
significance. 
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For  Fiscal  Year  1995,  we  are  requesting  $1,390,000.   I 
believe  that  this  will  allow  us  to  meet  all  of  our  statutory 
obligations  as  well  as  to  provide  crucial  insight  into  important 
research  and  management  problems  that  might  not  otherwise  be 
addressed. 

Thank  you  for  having  invited  me  to  appear  before  you. 
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STAFFING 


Mr.  Smith.  Did  you  have  to  take  some  FTE  reductions?  Were  you 
subject  to  that? 

Dr.  Reynolds.  I  don't  believe  so,  no. 

Mr.  TwiSS.  No,  sir,  we  did  not.  There  is  a  statutory  limit  of  11 
people  incorporated  into  the  Marine  Mammal  Protection  Act,  and 
the  staff  cannot  be  reduced  below  that  level. 

REAUTHORIZATION 

Mr.  Smith.  I  see.  Now,  are  you  authorized  for  1995? 

Mr.  TwiSS.  The  reauthorization  hearings  are  taking  place  now, 
and  it  is  expected  that  a  bill  will  be  passed  by  the  1st  of  April. 

Mr.  Smith.  Do  you  anticipate  there  will  be  any  major  changes  in 
the  bill  or  any  new  mandates  or  anything  like  that? 

Dr.  Reynolds.  I  think  that  it  is  likely  that  there  will  be  a  num- 
ber, and  some  of  great  significance  to  us. 

Mr.  Smith.  What,  for  example? 

Dr.  Reynolds.  Well,  one  of  the  major  topics  of  consideration  has 
been  the  marine  mammal-fishery  interactions  and  how  to  deal  with 
that  problem;  and  at  present,  there  have  been  bills  drafted  for  both 
House  and  Senate  consideration,  and  I  believe  that  both  of  those 
bills  are  being  redrafted  at  this  time. 

But  one  way  or  another,  there  will  be  changes  in  the  Marine 
Mammal  Protection  Act  to  reflect  the  fact  that  we  have  to  come  to 
grips  with  the  problem  of  incidental  taking  of  marine  mammals  by 
fisheries. 

Mr.  Smith.  I  see. 

Dr.  Reynolds.  I  expect  that  there  will  be  other  changes  as  well. 

MANATEES 

Mr.  Smith.  Now,  I  didn't  hear  you  say  anything  about  manatees. 
I  hear  more  about  this  than  any  other  marine  mammal.  Is  there 
a  reason  for  that? 

Dr.  Reynolds.  I  would  like  to  think  so,  since  I  work  with  the 
species,  but  I  think  that  there  are  two  reasons  you  hear  a  lot  about 
manatees.  One  is  that  they  are  endangered  and  that  they  inhabit 
waters  where  people  encounter  them  a  great  deal,  and  so  they  are 
simply  aware  of  this  massive  endangered  marine  mammal  in  Flor- 
ida waterways. 

Mr.  Smith.  Is  there  a  primary  habitat  just  within  the  wetlands 
areas — not  wetlands,  but 

Dr.  Reynolds.  Well,  their  primary  habitat  is  coastal  waterways 
of  Florida  and  Georgia.  In  the  summer  months,  they  get  up  in  the 
Carolinas  frequently.  They  go  freely  between  fresh  and  salt  water. 
People  have  speculated  that  they  might  require  fresh  water  to 
drink  to  osmoregulate,  to  keep  their  water  balance.  I  heard  a  mem- 
ber of  the  Fish  and  Wildlife  Service  say  that,  to  manatees,  fresh 
water  is  like  ice  cream  to  people.  It  is  just  something  that  they 
really  love,  but  don't  require  physiologically. 

Mr.  Smith.  And  when  the  tide  comes  in  and  goes  out,  it  changes. 
I  can't  remember  the  term  now,  but  we  are  looking  at  new  estu- 
aries, you  know.  I  think  those  estuaries  are  in  these  places  where 
manatees  would  be.  Is  that  right  or  not? 
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Dr.  Reynolds.  I  am  not  sure  what  you  mean  by  "new  estuaries." 

Mr.  Smith.  They  are  designating  additional  areas  as  estuaries. 

Dr.  Reynolds.  Oh,  OK,  yes.  To  at  least  some  extent,  manatees 
occupy  those  areas,  certainly.  In  the  summer  months  in  particular, 
they  can  be  found  virtually  in  any  riverine,  estuarine  or  in -shore 
marine  habitat  in  Florida,  and  as  I  say,  ranging  up  into  Georgia. 

Mr.  Smith.  Now,  to  what  extent  do  you  have  something  to  do 
with  protecting  the  estuaries? 

Dr.  Reynolds.  Manatees  have  been  the  focus  of  a  lot  of  Marine 
Mammal  Commission  attention  and  activity.  Starting  in  the  late 
1970s,  the  Commission  was  instrumental  in  catalyzing  the  forma- 
tion of  certain  groups  that  still  exist  today. 

And  the  answer  to  your  first  question  about  why  you  hear  so 
much  about  manatees,  the  second  part  of  my  answer  is  that  so 
much  good  has  happened  in  terms  of  developing  an  infrastructure 
to  start  to  address  the  questions  associated  with  the  endangerment 
of  manatees  and  the  degradation  of  coastal  habitat. 

Mr.  Smith.  What  do  they  feed  on?  Do  they  feed  on  things  that 
are  in  estuaries? 

Dr.  Reynolds.  Yes,  they  do,  anything  from  sea  grasses  to  fresh 
water  vegetation.  They  will  haul  out  on  shore  a  little  bit.  They  take 
invertebrate  material,  incidentally,  with  the  sea  grasses  they  eat. 

Mr.  Smith.  Mr.  Moran. 

Mr.  Moran  [presiding].  If  I  could  just  ask  a  follow-up  question 
on  this  topic.  I  have  heard  from  some  people  down  in  Florida  that 
with  the  development  that  is  taking  place,  particularly  along  the 
shore,  the  manatees  tend  to  be  forced  into  marine  areas  where 
there  is  a  lot  of  dense  residential  development.  Everybody  in  these 
areas  has  a  little  dock,  and  there  are  the  canals,  and  the  manatees 
get  forced  into  the  canals  and  then  the  electric  boats  chop  them  up 
because  the  water  isn't  deep  enough. 

Now,  do  you  see  much  incidence  of  that?  Can  you  record  how 
much  loss  of  manatees  is  attributable  to  motor  boats  and  so  on? 

Dr.  Reynolds.  Sure.  To  an  extent,  that  is  recorded  very  precisely 
because  it  is  easy  to  diagnose  when  a  manatee  is  killed  by  a  boat. 
And  their  mortality  records  are  now  stretching  back,  good  records 
from  the  late  1970s,  but  records  from  as  early  as  1974  documenting 
the  extent  of  boat  mortality. 

What  is  a  little  more  insidious  and  hard  to  quantify  is  the  effect 
of  major  impacts  on  manatees,  a  boat  impact  on  manatees,  and 
what  that  does  to  its  reproductive  status.  You  see  manatees  with 
absolutely  immense  wounds.  Presumably  it  is  doing  something  to 
their  health  and  reproductive  status,  and  it  is  uncertain  exactly 
what. 

Right  now  the  Federal  Government  and  the  Fish  and  Wildlife 
Service  maintain  a  catalog  of  individually  recognizable  manatees, 
and  out  of  a  population  estimated  to  be  roughly  2,000,  about  half 
have  such  huge  scars  that  they  could  be  identified  by  those  from 
a  photograph. 

Mr.  Moran.  Is  that  right? 

Dr.  Reynolds.  Bad  collisions  are  happening  all  the  time,  and  we 
don't  have  a  handle  on  what  that  does  to  the  animals. 
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COMMERCIAL  WHALING 


Mr.  Moran.  OK.  I  am  going  to  have  to  vote,  as  is  the  Chairman. 
I  have  a  further  question  on  whales  and  the  apparent  relaxation 
of  some  of  your  agreements  with  both  Japan  and  Mexico  and  I 
wanted  to  see  whether  there  is  any  real  substance  to  that  charge. 

Can  you  answer  that  briefly?  Is  there  any  relaxation  of  protec- 
tion of  whales? 

Dr.  Reynolds.  Perhaps  I  could  turn  to  Michael  Gosliner,  who  is 
our  legal  counsel,  to  respond  to  that,  or  to  Dr.  Hofman. 

Dr.  HOFMAN.  Well,  I  think  your  question,  Mr.  Moran,  deals  with 
both  large  cetaceans  and  small  cetaceans.  With  respect  to  Japan, 
regulation  of  whaling  under  the  International  Whaling  Commis- 
sion, a  moratorium  is  still  in  place,  so  there  has  been  no  change 
in  that  regard.  Japan  is  still  certified  for  doing  scientific  whaling, 
principally  in  the  Antarctic. 

With  respect  to  small  cetaceans  in  Mexico,  that  is  primarily  re- 
lated, I  presume,  to  the  tuna  fishery,  the  international  tuna  fish- 
ery. Mike,  you  may  want  to  answer  that  also. 

Mr.  Gosliner.  Currently  the  embargoes  that  are  in  place  under 
the  Marine  Mammal  Protection  Act  are  still  in  place.  There  have 
been  no  culpability  findings  for  Mexico  and  certain  other  countries. 

TUNA/DOLPHIN  issue 

Mr.  Moran.  I  heard  that  they  are  still  pulling  in  a  lot  of  dolphins 
with  the  tuna,  and  that  the  sanctions  are  minimal  and  the  enforce- 
ment is  minimal  as  well. 

Mr.  Gosliner.  Well,  there  is  an  international  agreement  that 
was  entered  into  a  couple  of  years  ago  that  the  numbers  are  com- 
ing down,  and  last  year  was  a  record  low  number. 

Mr.  Moran.  Really? 

Mr.  Gosliner.  There  are  about  4,000  dolphins  killed  in  the  East- 
ern Tropical  Pacific  tuna  fishery  internationally  last  year — which  I 
guess  is  still  too  high,  it  is  higher  than  zero — but  it  has  come  down 
from,  oh,  it  was  over  100,000  just  four  or  five  years  ago. 

Mr.  Moran.  Well,  I  like  what  you  people  are  doing,  and  I  wish 
you  could  be  even  tougher,  but  maybe  you  are  being  tough  enough. 
I  just  hear  that  there  are  still  too  many  dolphins  and  whales  being 
destroyed  in  the  process  of  commercial  fishing.  And  while  I  am 
pleased  that  we  have  a  Commission,  I  just  want  to  make  sure  you 
have  some  teeth  so  that  you  can  save  some  of  these  mammals. 

Mr.  Gosliner.  If  I  can  quickly  add,  for  the  last  two  years  there 
has  been  an  international  quota  program  in  place  where  vessels  get 
individual  quotas  as  to  the  mortality  that  they  can  put  upon  the 
population  before  they  have  to  stop  fishing,  and  they  all  carry  ob- 
servers. So  this  year,  because  of  last  year's  success,  the  number 
which  was  going  to  be  around  15,000  is  now  down  to  9,300,  I  be- 
lieve, and  is  continuing  downward  from  there. 

Mr.  Moran.  Okay.  Well,  David,  you  have  some  tough  questions, 
no  doubt. 

Mr.  Skaggs.  No  doubt. 

Mr.  Moran.  If  you  are  still  up  here,  I  have  some  questions  I 
wanted  to  ask,  but  if  you  want  to  conclude  it,  feel  free. 

Mr.  Skaggs.  Would  you  like  me  to  stretch  it  out? 
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Mr.  Moran.  No.  Go  with  the  flow. 

NORWEGIAN  WHALING 

Mr.  Skaggs  [presiding].  Good  afternoon.  I  just  have  a  couple  of 
articles  that  I  wanted  to  quote  to  you.  I  have  no  idea  whether  they 
are  straight  or  slanted  on  this,  but  at  least  it  gives  you  something 
to  react  to. 

One  is  from  the  November-December  issue  of  Animals  Agenda, 
which  says,  "Clinton  can  stop  Norway  before  it  kills  whales."  Now 
"the  Clinton  Administration  is  apparently  abandoning  its  strong 
antiwhaling  policy  in  order  to  appease  Norway's  demands.  The  Ad- 
ministration has  refused  to  impose  economic  sanctions  against  Nor- 
way. Sources  report  that  the  White  House  is  planning  to  help  Nor- 
way overturn  the  international  whaling  ban." 

That  strikes  me  as,  at  least  on  its  face,  not  a  particularly  credible 
statement.  Can  you  give  me  your  cut  on  this? 

Dr.  Reynolds.  If  you  don't  mind,  I  will  turn  to  Dr.  Hofman,  who 
is  more  knowledgeable  about  this  than  I. 

Dr.  Hofman.  I  think  I  can  clarify  at  least  certain  aspects  of  that. 
The  issue  is — and  this  actually  may  have  been  what  Mr.  Moran 
was  asking  about  as  well — Norway  began  commercial  whaling  in 
the  North  Atlantic  last  year,  in  spite  of  the  ban  by  the  moratorium 
imposed  by  the  International  Whaling  Commission.  Norway  was 
certified  under  the  Pelly  amendment  for  having  done  that.  The 
President  chose  not 

Mr.  Skaggs.  Can  you  explain  the  term  of  art?  What  does  "cer- 
tified" imply? 

Dr.  Hofman.  It  means  that  Norway  was  acting  contrary  to  the 
intent  of  the  International  Whaling  Commission's  ban  on  commer- 
cial whaling.  There  have  been  no  sanctions  imposed  by  the  Presi- 
dent. Sanctions  have  been  considered,  but  to  my  knowledge,  no  de- 
termination has  been  made.  I  think  that  is  the  key  issue. 

With  respect  to  the  United  States  working  with  Norway  to  over- 
turn the  ban,  I  think  that  is  absolutely  false.  The  Department  of 
Commerce,  prior  to  the  International  Whaling  Commission's  meet- 
ing in  May,  indicated  that  the  U.S.  was  opposed  to  the  resumption 
of  commercial  whaling,  and  I  certainly  know  of  nothing  that  would 
suggest  a  change  in  that  view. 

Mr.  Skaggs.  What  is  the  Commission's  role  in  controlling  or  ad- 
vising or  establishing  Administration  policy  with  respect  to  this 
Norway  question? 

Dr.  Hofman.  In  terms  of  the  certification,  the  Commission  has 
been  involved,  and  I  think,  recommended  certification.  The  issue  of 
sanctions  is  something  that  has  been  handled  primarily  at  the 
White  House  level,  and  we  have  not,  or  at  least  I  have  not,  been 
involved  in  any  of  the  discussions  as  to  what  sanctions  might  be 
imposed  and  the  decision  as  to  whether  or  not  to  do  it. 

Mr.  Skaggs.  Does  your  legal  authority,  if  it  hasn't  expired,  per- 
mit you  to  offer  advice  and  counsel  to  the  Administration  on  sanc- 
tions? 

Dr.  Hofman.  Yes.  The  Commission  could  provide  both  advice  and 
recommendations.  There  is  an  issue  there,  though.  When  you  are 
looking  at  sanctions,  it  really  goes  far  beyond  the  marine  mammal 
issues.  It  goes  into  fisheries,  and  then  it  goes  beyond  that  into 
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basic  trade  issues  over  which  I  certainly,  and  I  think  the  Commis- 
sion, have  not  much  expertise.  We  have  views,  but  no  expertise. 

Mr.  Skaggs.  Do  I  correctly  infer  that  you  haven't  shared  your 
views  as  to  sanctions  with  anybody  in  the  Administration? 

Dr.  Hofman.  We  have  neither  been  consulted  on  this  issue,  so 
far  as  I  am  aware,  nor  have  we  indicated  what  we  think  might  be 
an  appropriate  sanction. 

Mr.  Skaggs.  Or  whether  there  should  be  a  sanction  at  all? 

Dr.  Hofman.  I  probably  should  defer  that  to  you,  John.  My  view 
is,  I  think  there  is  a  general  feeling  that  it  would  in  fact  be  appro- 
priate to  impose  sanctions.  What  those  should  be  is  a  different 
question. 

Mr.  Skaggs.  Is  the  sanctions  question  one  that  is  addressed  na- 
tion by  nation,  or  is  there  some  collective  decision-making  or  actual 
decision-making  entity  that  will 

Dr.  Hofman.  Well,  this  is  strictly  when  we  are  talking  about — 
what  we  are  talking  about  now  are  imposing  sanctions  under  U.S. 
law. 

Mr.  Skaggs.  Under  U.S.  law? 

Dr.  Hofman.  So  it  is  strictly  the  United  States.  There  are,  within 
the  International  Whaling  Commission,  efforts  to  make  sure  that 
nations  such  as  Norway  comply.  And  the  issue  of  scientific  whaling 
that  I  mentioned,  I  think  to  Mr.  Moran,  is  another  issue. 

Under  the  Whaling  Convention,  any  country  can  issue  itself  a 
permit  to  take  whales  for  scientific  research  purposes,  and  there  is 
no  requirement  that  the  IWC  endorses  that.  It  is  outside  the  con- 
text of  the  moratorium. 

But  the  view  of  the  United  States  is,  what  has  been  done  there 
is  inappropriate.  It  compromises  the  whale  conservation  program  of 
the  IWC,  and  the  U.S.  has  been  working  through  whatever  means 
are  available  internationally  to  get  both  countries  to  stop. 

INCIDENTAL  TAKE  OF  MARINE  MAMMALS 

Mr.  Skaggs.  Well,  the  other  excerpt  I  want  to  read  to  you  is  from 
the  HSUS  News,  Winter  1994,  which  has  to  do  with  your  authoriz- 
ing statute.  It  makes  the  observation  that  MMPA  currently  places 
no  specific  restrictions  or  requirements  on  commercial  fisheries: 

"When  the  MMPA  was  reauthorized  five  years  ago,  commercial 
fisheries  were  exempted  from  such  restrictions  so  that  the  govern- 
ment could  assess  the  number  of  marine  mammal  deaths  in  U.S. 
fisheries  and  then  formulate  regulations." 

Help  me  understand  what  is  going  on  there.  What  are  you  hop- 
ing for  in  your  reauthorization  that  speaks  to  this  issue  with  re- 
spect to  commercial  fisheries? 

Dr.  Hofman.  Do  you  want  me  to  answer  that? 

Dr.  Reynolds.  You  know  more  about  it  than  I. 

Dr.  Hofman.  As  Dr.  Reynolds  indicated,  it  probably  is  the  pri- 
mary issue  under  consideration  right  now  with  respect  to  amend- 
ment and  reauthorization  in  the  Marine  Mammal  Protection  Act. 
The  amendments  in  1988  exempted  U.S.  fishermen  from  the  gen- 
eral permit  and  small-take  provisions  for  a  period  of  five  years. 
And  during  that  period  of  time,  as  that  news  article  indicates, 
there  were,  except  for  the  tuna  fishery  and  in  some  other  cases,  no 
restrictions  on  taking. 
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That  exemption  expired  at  the  end  of  September  or  the  first  of 
October,  depending  upon  how  you  keep  track.  But  it  has  been  ex- 
tended now  to  the  1st  of  April  1994.  And  the  intent  is  to  develop 
a  new  regime. 

Mr.  Smith.  By  action  of  the  Commission?  Or  do  we  do  that? 

Dr.  Hofman.  No,  it  is  Congress.  Congress,  in  the  1988  amend- 
ments, directed  the  Commission,  in  consultation  with  its  Commit- 
tee of  Scientific  Advisors,  to  develop  and  provide  to  the  National 
Marine  Fisheries  Service  recommended  guidelines  for  these  new  re- 
gimes. The  Commission  did  that  in  July  of  1990. 

The  National  Marine  Fisheries  Service  subsequently  developed  a 
proposal  which  it  provided  to  Congress  in  December  a  year  ago. 

Neither  the  fishing  industry  nor  the  environmental  community 
liked  it,  so  they  went  out  and  negotiated  their  own  agreement,  and 
that  is  basically  the  present  state  of  affairs. 

Mr.  Skaggs.  And  that  is  what  is  likely  to  be 

Dr.  Hofman.  Well,  what  Congress  is  attempting  to  do  right  now 
is  to  translate  all  of  this  into  amendments  that  will  develop  a  new 
regime. 

Mr.  Skaggs.  Assuming  that  plays  out  as  you  suggest,  does  that 
have  any  impact  on  your  work  load? 

Dr.  Hofman.  A  great  deal.  Because  the  presumption  is  that  this 
new  regime  will  do  several  things.  One  will  be  to  require  the  Na- 
tional Marine  Fisheries  Service  to  develop  status-of-stocks  reports 
for  each  species  subject  to  incidental  taking  in  fisheries.  There  are 
probably  at  least  60  stocks. 

The  Commission,  in  consultation  with  its  scientific  committee, 
will  be  required  to  review  and  comment  on  each  of  those.  So  just 
that  one  little  element  will  be  something  that  we  haven't  done  be- 
fore. 

Mr.  Skaggs.  Is  your  1995  budget  request  addressing  that  likely 
additional  work  load? 

Dr.  Hofman.  The  addition  of  $100,000  will  go  into  the  research 
budget  and  will  give  us  some  latitude  to  work  on  that  issue,  using 
experts  in  addition  to  the  Committee  of  Scientific  Advisors,  because 
it  would  be  unrealistic  to  expect  those  nine  people,  and  then  the 
staff,  to  do  all  of  that. 

Mr.  Skaggs.  I  am  sorry  if  you  covered  all  of  this  before  I  came 
back. 

Dr.  Hofman.  Oh,  no,  not  at  all,  sir. 

Mr.  Skaggs.  So  you  have  at  least  a  hedge  on  that  in  your  1995 
budget. 

Dr.  Hofman.  Yes. 

TRADE  AND  MARINE  MAMMAL  CONSERVATION 

Mr.  Skaggs.  Great. 

Let  me  just  ask  one  other  question  and  then  yield  back  to  Jim. 
Everybody  is  thinking  now  about  the  next  round  of  international 
trade  negotiations  whenever  we  catch  our  breath  from  GATT  and 
are  ready  to  go  after  this  again — whether  you  call  it  the  "green 
round,"  or  whatever  it  is  going  to  be — but  you  know  how  we  try  to 
come  up  with  internationally  acceptable  rules  of  transparency  and 
so  forth  on  a  whole  range  of  nontariff  issues,  particularly  environ- 
mental issues. 
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Are  you  all  staffed  or  able  to  help  USTR  get  ready  for  that?  Have 
you  been  playing  a  role  with  USTR?  I  just  want  to  get  a  feel  for 
what  your  long-term  efforts  are  relative  to  the  changes  in  trade 
laws. 

Dr.  Reynolds.  I  will  just  make  a  preliminary  comment,  and  then 
maybe  ask  Mr.  Twiss  to  comment. 

One  thing  that  we  specifically  want  to  do  this  coming  year  is 
build  on  the  Compendium  that  we  will  publish  in  March  to  exam- 
ine fisheries  agreements  for  consistent  problems  associated  with 
those  agreements  in  terms  of  conserving  living  natural  resources 
effectively,  particularly  conserving  marine  mammals  effectively. 

One  thing  that  is  likely  to  become  apparent  is  that  the  frame- 
work of  biological  principles  isn't  incorporated  in  these  agreements; 
that  we  are  not  using  biological  values  as  important  values  in  our 
negotiations — or  as  the  important  values  we  think  they  should  be 
in  our  negotiations.  So  we  are  specifically  going  to  be  looking  at 
that  this  year  and  try  to  see  if  there  are  some  threads  that  we  can 
pull  together  and  make  recommendations  to  the  National  Marine 
Fisheries  Service,  the  Department  of  State,  and  others. 

Mr.  SKAGGS.  Do  you  have  an  existing  channel  of  communication 
with  USTR  on  these  sorts  of  things,  or  how  does  that  work? 

Mr.  TwiSS.  Mostly  through  the  Department  of  Commerce.  The 
current  state  of  affairs  vis-a-vis  GATT  and  NAFTA  is  summarized 
in  our  annual  report,  which  I  think  you  have  copies  of.  I  would  de- 
scribe it  as  not  a  formal,  clear  and  well-established  channel.  What 
seems  to  be  happening  is  that  so  much  is  going  on  that  I,  at  least, 
often  find  it  difficult  to  find  my  way  to  the  core  of  whatever  the 
issue  is  under  discussion. 

I  think  that  this  is  a  confusing  set  of  issues  for  everyone,  and  I 
can  only  say  that  we  will  continue  our  involvement.  We  have  a 
draft  report  on  GATT  and  our  involvement  there,  the  U.S.  involve- 
ment, basically  because  of  our  concerns  as  they  relate  to  the  envi- 
ronment in  general. 

And  I  think  the  heart  of  your  question  is  one  of  how  much  influ- 
ence do  we  think  we  are  having.  That  is  hard  to  assess. 

Mr.  Skaggs.  Well,  in  addition  to  that,  which  is  certainly  subjec- 
tive, are  the  channels  of  communication  sufficiently  established 
and  open?  I  mean,  do  you  have  an  ear  with  appropriate  people  at 
USTR?  Is  this  something  you  would  like  us  to  raise  with  them 
when  they  come  in,  since  we  also  have  jurisdiction  over  USTR?  Do 
they  need  a  nudge  in  your  direction? 

Mr.  TwiSS.  I  think  that  would  be  very  useful,  because  their  pri- 
mary concerns  are  trade-oriented,  not  environmentally-oriented, 
and  I  think  any  reminder  in  that  regard  is  always  helpful. 

Mr.  Skaggs.  Okay.  Thank  you. 

Mr.  Moran. 

Mr.  Moran  [presiding].  Thanks.  Well,  I  will  follow  up  a  bit  on 
Mr.  Skaggs'  questioning,  because  I  am  concerned  with  NAFTA — 
are  we  getting  any  tougher  restrictions  on  marine  mammal  protec- 
tion, as  a  part  of  NAFTA?  The  people  have  I  talked  with  said  no 
that  is  one  area  where  we  are  not  pushing  it.  Is  that  inaccurate? 
You  can  give  me  a  subjective  comment. 

Mr.  Gosliner.  I  certainly  don't  claim  to  be  an  expert  on  NAFTA, 
but  it  is  my  understanding  that  the  side  agreement  puts  us  prob- 
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ably  in  no  better  shape,  but  in  no  worse  shape  than  we  are  cur- 
rently in. 

DOLPHIN  MORTALITY 

Mr.  Moran.  Shouldn't  there  have  been  an  opportunity,  though, 
to  put  some  greater  restrictions  on  Mexico?  Mexico  has  been  one 
of  the  violators,  hasn't  it,  in  terms  of  dolphin  fishing  and  the 

Mr.  Gosliner.  Well,  to  go  back  to  what  we  were  talking  about 
before  you  had  to  go  vote,  certainly  Mexico  is  the  most  visible;  it 
is  the  largest  participant  in  the  tuna  fishery,  and  I  guess  I  would 
impress  upon  you  that  Mexico  and  the  other  fishing  nations  have 
made  great  strides  since  actions  were  taken  by  the  United  States 
when  the  MMPA  was  amended  in  1988.  And  last  year,  for  the  first 
year — well,  the  U.S.  fleet,  even  though  it  only  consisted  of  three 
vessels — had,  I  think,  a  record  low  incidental  take  rate,  the  number 
of  dolphins  it  takes  per  operation.  And  for  the  first  time  last  year, 
collectively,  the  international  fleet  had  better  performance  than  the 
U.S.  fleet,  even  though  we  were  at  record  performance  levels. 

So  I  see  what  is  happening  both  as  a  result  of  tightening  the  re- 
quirements of  the  Marine  Mammal  Protection  Act  and  internation- 
ally, by  studying  international  quotas.  It  seems  to  be  working. 

And,  again,  I  am  not  sure  who  it  is  you  are  hearing  these  things 
from,  but  the  question  seems  to  be,  is  any  mortality  too  much,  and 
if  that  is  the  case,  then  we  still  have  a  long  way  to  go. 

Mr.  Moran.  I  don't  think  it  is  any  mortality  is  too  much,  but 
progress  is  probably  attributable  to  several  reasons.  One  might  be 
that  you  were  starting  from  virtually  zero  and  things  were  pretty 
bad,  and  so  you  would  expect  some  progress  to  be  made  gradually. 

It  is  conceivable  another  might  be  that  the  population  of  dolphins 
and  whales  has  been  decreased,  and  so  your  incidental  take  might 
be  less  as  a  result  of  that. 

Mr.  Gosliner.  Well,  the  population  trends  and  analyses  that 
NOAA  has  been  studying  for  probably  about  the  last  eight  or  nine 
years  show  virtually  stable  or  slightly  increasing  populations.  So 
that  doesn't  seem  to  be  a  factor  there. 

Mr.  Moran.  Is  that  of  all  marine  mammal  species? 

Mr.  Goss.  The  dolphin  stocks  in  the  eastern  tropical  Pacific 
Ocean. 

Mr.  Moran.  And  whales,  too? 

Mr.  Gosliner.  I  guess  they  get  an  occasional  whale,  but  I  think 
we  are  talking  numbers  that  you  can  count  on  one  hand,  really, 
every  year. 

Dr.  Hofman.  If  I  could  add  several  points,  one  reason  that  the 
dolphin  mortality  has  come  down,  certainly  in  Mexico  and  other 
fisheries  in  addition  to  the  U.S.  fishery,  was  the  comparability  re- 
quirement that  Congress  put  into  the  Marine  Mammal  Protection 
Act.  They  must  meet  the  same  standards  as  the  U.S.  fleet  in  order 
to  import  tuna  or  to  export  tuna  into  the  United  States. 

One  thing  that  has  happened,  again  because  of  the  comparability 
requirement,  is  there  are  100  percent  observers.  So  it  is  probably 
the  only  fishery  in  the  world  where  we  are  not  estimating  what  the 
incidental  mortality  rates  are,  we  are  actually  monitoring  it. 

Mr.  Moran.  How  do  you  monitor  it? 
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Dr.  Hofman.  There  is  an  observer  on  every  fishing  vessel  in- 
volved in  that  fishery,  and  they  observe  every 

Mr.  Moran.  These  are  independent  observers? 

Dr.  Hofman.  Part  of  an  international  observer  program.  The 
question  that  you  have  just  asked  is  a  question  that  we  have 
asked,  and  it  is  not  perfect,  but  it  is  pretty  good. 

Mr.  Moran.  Really?  Because  I  have  seen  shows  where  people 
said  they  got  on  board  a  ship  and  actually  took  pictures.  You  have 
probably  seen  that. 

Dr.  Hofman.  I  know  exactly  the  one  that  you  are  talking  about, 
and  that  was  a  nonobserved  boat;  and  it  was  exactly  as  a  result 
of  that,  I  think,  that  led  to  the  kinds  of  actions  that  in  my  view 
are  directly  responsible  for  this. 

It  is  actually  approaching  a  two  order  of  magnitude  reduction  in 
the  incidental  take-rates.  So  Mike  said  100,000  several  years  ago. 
When  the  Marine  Mammal  Protection  Act  was  passed  in  1972,  the 
incidental  take-rates  were  maybe  in  excess  of  500,000  a  year;  last 
year  we  were  down  below  10,000. 

Mr.  Moran.  Is  that  right? 

Mr.  Gosliner.  Below  4,000. 

Dr.  Hofman.  Well  below  4,000. 

Mr.  Moran.  Of  number  of  dolphins  killed? 

Mr.  Gosliner.  Or  seriously  injured,  or  presumed  to  die  as  a  re- 
sult of  those  injuries. 

OTHER  ISSUES  IN  MEXICO 

Dr.  Hofman.  And  there  are  three  other  issues  that  I  think  are 
worth  noting  that  are  of  interest  and  concern  relative  to  the  United 
States  and  Mexico  collectively.  One  is  the  Gulf  of  California  harbor 
porpoise,  one  of  the  most  endangered  marine  mammals  in  the 
world.  It  is  endangered,  in  part,  because  it  is  caught  in  gill-net 
fisheries  for  a  large  fish  called  the  totoaba,  which  is  also  endan- 
gered. There  have  been  collective  actions  taken,  much  of  it  de- 
scribed in  the  Commission's  report. 

The  Government  of  Mexico  has  formed  a  technical  committee  to 
look  at  both  the  totoaba  and  the  vaquita.  They  have  established 
and  are  in  the  process  of  implementing  a  recovery  plan.  Part  of  the 
problem  with  the  totoaba  is  that  it  is  a  very  good  eating  fish  and 
was  being  taken  across  the  U.S.  border  and  sold  in  San  Diego,  in 
part  because  they  couldn't  distinguish  it  in  the  fillet  form  from 
other  types  of  fish. 

With  some  work  we  encouraged  the  National  Marine  Fisheries 
Service  to  do,  and  I  think  even  provided  some  funding  for,  we  de- 
veloped a  biochemical  test  that  can  identify  the  totoaba  even  in  the 
fillet  form.  So  there  is  an  effort  to  deal  with  that. 

The  whole  northern  Gulf  of  California  has  been  designated  a  bio- 
sphere reserve  by  the  Government  of  Mexico.  One  of  the  big  issues 
is,  of  course,  the  effects  on  people.  You  have  to  find  alternative 
ways  for  those  people  to  make  a  living  instead  of  fishing  for  totoaba 
and  incidentally  taking  vaquita.  And  there  is  an  effort  under  way 
to  do  that. 

Another  issue  is  gray  whales.  The  principal  breeding  grounds  of 
gray  whales  are  in  Baja  California.  Gray  whales,  as  you  know, 
have  been  proposed  for  delisting  under  the  Endangered  Species 
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Act.  But  there  remains,  at  least  in  the  view  of  the  Marine  Mammal 
Commission,  a  question  of  habitat  on  both  ends  of  the  range  in 
Baja  and  in  the  Bering  Sea. 

We  have  contracted  with  a  graduate  student,  who  is  working  in 
Baja,  to  try  to  identify  the  threats  to  those  lagoons  and  what  is 
being  done  locally  to  develop  environmental  impact  assessment 
procedures.  Depending  upon  the  results,  we  will  bring  that  up  with 
the  State  Department  and/or  private  organizations  to  enter  into  ei- 
ther private  and/or  bilateral  discussions. 

The  third  issue  is  manatees,  which,  of  course,  is  something  that 
we  have  shared  with — and  Dr.  Reynolds  has  been  involved  with — 
a  number  of  colleagues  in  Mexico.  And,  John,  you  may  just  want 
to  talk  a  little  bit  about  that. 

Dr.  Reynolds.  Before  I  do,  I  may  have  missed  it,  Bob,  but  with 
the  vaquita,  the  Commission  provided  the  funding  to  begin  develop- 
ment of  a  recovery  plan,  so  that  the  vaquita  recovery  could  be  done 
in  an  organized  and  efficient  way.  So  we  had  a  very  direct  impact 
on  what  happened  with  what  may  be  the  second  most  endangered 
species  of  dolphin  in  the  world. 

With  manatees,  what  is  happening  is  that  there  is  a  fairly  good- 
sized  population  of  manatees  in  southern  Mexico,  bordering  Belize, 
and  we  have  helped  both  the  Belizean  and  Mexican  Governments 
to  initiate  management  conservation  and  research  activities.  We 
have  actually  provided  some  funding  to  do  some  research  that  is 
needed  to  identify  where  the  animals  are  and  what  habitats  are 
important  to  them. 

And  as  Bob  indicated,  in  the  northern  Gulf  of  California,  a  bio- 
sphere reserve  was  created,  which  protects  habitat  as  well  as  the 
species  occupying  it.  And  something  similar  is  the  goal  of  the  man- 
atee program  in  Chetumal  Bay,  in  southeastern  Mexico.  We  want 
to  find  out  what  areas  are  critical  to  survival  of  manatees,  a  dif- 
ferent subspecies  than  the  one  we  have  here,  protect  that  habitat, 
provide  educational  awareness  programs  and  so  on. 

So  there  has  truly  been  a  tremendous  focus  on  the  tuna  porpoise 
issue.  But  I  think,  as  Bob  and  Mike  have  indicated,  progress  has 
occurred  there,  and  maybe  less  visible  progress,  but  equally  impor- 
tant progress  has  occurred  with  these  other  species. 

Mr.  Moran.  So  we  are  never  going  to  see  another  expose  like  the 
pictures  taken  on  board  the  ship  where  we  saw  so  many  dolphins 
killed,  because  it  can't  happen  anymore;  we  have  an  observer  on 
every  fishing  ship  now. 

Dr.  Reynolds.  In  that  part  of  the  world. 

Dr.  Hofman.  In  that  fishery. 

Mr.  Moran.  In  that  fishery?  What  do  you  mean  in  that  fishery? 

Mr.  Gosliner.  Taking  place  off  the  coast  of  Africa  in  a  similar 
fishery  or  whatever. 

But  in  this  fishery,  there  is  100  percent  observer  rate.  So  I  guess 
the  answer  to  your  question  is,  it  could  take  place,  but  we  would 
know  about  it,  and  there  would  be  international  repercussions. 
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GENERAL  PROGRESS 

Mr.  Moran.  Are  we  making  progress  in  the  case  of  every  marine 
mammal? 

Dr.  Reynolds.  No. 

Mr.  Moran.  You  talked  about  manatees.  What  should  we  be 
most  concerned  about? 

Dr.  Reynolds.  In  this  country,  the  most  endangered  species  of 
whale  is  the  northern  right  whale  found  off  the  eastern  coast  of 
this  country.  The  population  estimate  is  about  350  individuals  that 
occupy  areas  subjected  to  lots  of  human  activity.  And  it  is  a  popu- 
lation that  just  doesn't  seem  to  have  recovered,  despite  extensive 
protection  for  decades. 

We  are  trying  to  learn  more  about  both  the  habitats  and  the  ani- 
mals themselves. 

Mr.  Moran.  But  that  has  nothing  to  do  with  commercial  fishing, 
other  than  we  may  be  taking  out  of  the  ocean  fish  that  they  feed 
upon,  I  suppose. 

Dr.  Reynolds.  That  is  a  possibility,  that  we  compete  for  re- 
sources, but  they  do  get  entangled  in  nets,  they  do  get  hit  by  boats 
and  die.  There  are  some  other  species  that  also  are  critically  en- 
dangered and  whose  populations  are  going  down,  and  in  some 
cases,  the  reasons  aren't  entirely  clear. 

The  Hawaiian  monk  seal  is  an  endangered  species.  The  popu- 
lation is  estimated  at  something  around  1,500.  Fisheries  inter- 
actions certainly  impact  monk  seals,  either  by  injuring  the  animals 
or  maybe  actually  by  killing  them.  That  is  just  one  of  the  human 
activities  that  impacts  monk  seals. 

That  population  or  that  species  has  some  real  biological  prob- 
lems. There  is  a  phenomenon  called  "male  mobbing"  where  the 
males  actually  can  injure  females  so  severely  that  they  die,  or 
where  they  are  bleeding  so  severely  that  sharks  take  them,  and  it 
is  creating  an  unbalanced  sex  ratio  and  lower  reproduction. 

Mr.  Moran.  Actually,  I  probably  can  guess.  That  is  a  sexual 
function,  is  it? 

Dr.  Reynolds.  During  breeding,  the  males  will  bite  the  females 
so  severely  in  the  back  that  often  the  vertebrae  show.  The  flesh  on 
the  back  is  gone  on  some  of  these  females,  and  that  impairs  their 
survival. 

But  as  I  say,  human  impacts  on  monk  seals  are  diverse,  and  fish- 
eries do  some  of  the  impacting. 

Another  species  that  is  of  concern  is  the  Steller  sea  lion  up  in 
the  north  Pacific,  and  in  some  areas  Steller  sea  lion  populations 
have  plummeted  by  more  than  90  percent  of  what  they  were  in  the 
recent  past.  And  the  reasons  aren't  entirely  clear.  Competition  with 
fisheries  is  certainly  one  of  the  likely  candidates.  So  not  everything 
is  great. 

Some  species  like  gray  whales  tell  a  happy  story  where  they  have 
recovered.  Elephant  seals  recovered  from  almost  extinction  around 
the  turn  of  the  century  to  the  point  where  there  are  50,000  or 
60,000  now. 

I  might  add  that  that  is  not  completely  good  news.  When  you 
start  with  a  population  of  100  or  a  couple  hundred  animals  and 
subject  that  to  inbreeding  over  several  decades,  you  have  reduced 
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the  genetic  diversity;  there  are  physiological  detriments  of  inbreed- 
ing. 

So  the  good  news  is  there  are  lots  of  them;  the  bad  news  is  that 
they  may  not  be  able  to  withstand  environmental  changes  or 
stresses  as  well  as  they  might  otherwise  be  able  to. 

Mr.  Moran.  Well,  that  is  the  kind  of  overview  I  wanted. 

I  wish  there  was  a  way  to  limit  the  take  that  these  commercial 
fisheries  get.  As  technology  improves,  they  just  keep  looking  for 
more  and  more  ways  to  take  fish.  If  they  could  get  away  with  it, 
they  would  take  four  ships  and  circle  the  whole  darn  ocean  with 
their  nets  and  catch  everything  they  could.  There  seems  to  be  al- 
most no  limit  to  how  expansive  a  take  they  can  bring  in.  There  is 
no  limit  there,  is  there? 

Mr.  Gosliner.  Well,  it  seems  again,  like  one  of  the  happy  stories 
has  been  the  U.N. 

Mr.  Moran.  You  have  got  a  lot  of  happy  stories  here. 

HIGH  SEAS  DRIFT  NET  FISHERIES 

Mr.  Gosliner.  This  is  from  the  effort  of  the  United  States,  the 
moratorium  on  high  seas  drift  net  fisheries  that  the  U.N.  imple- 
mented, and  I  think  there  was  a  realization  that  that  was  probably 
the  worst  of  all  of  the  available  fishing  techniques. 

So  I  guess  that  is  one  limitation  that  has  been  imposed. 

Mr.  Moran.  You  say,  a  moratorium.  Is  there  a  sanction?  What 
happens  when  they  get  caught?  Do  they  care  if  they  get  caught? 

Mr.  Gosliner.  Yes,  there  are  sanctions.  Again,  there  are  sanc- 
tions available  under  domestic  law.  The  fishery  products  from  those 
countries  would  be  embargoed. 

Mr.  Moran.  Has  that  ever  happened? 

Mr.  Gosliner.  There  have  been  very  few  violations  since  the 
moratorium  has  gone  into  effect,  and  those  are  generally  renegade 
boats,  not  acting  in  accordance  with  the  laws  of  their  flag  country, 
and  they  are  dealing  with  them  domestically  right  now. 

Mr.  Moran.  It  is  not  a  matter  of  not  being  observed. 

Mr.  Gosliner.  Well,  obviously  observation  and  detention  are 
problems,  if  we  are  talking  about  the  expanse  of  the  northern  Pa- 
cific Ocean,  but  the  U.S.  and  the  Coast  Guard  have  been  successful 
in  identifying  individual  vessels  out  there  violating  the  morato- 
rium. 

Dr.  Reynolds.  Mr.  Moran,  one  other  thing  that  I  would  add  is 
that  one  of  the  great  features  of  the  Marine  Mammal  Protection 
Act  is  that  it  places  the  burden  of  proof  on  the  user,  and  the  bur- 
den of  proof  to  show  that  significant  harm  is  not  occurring. 

And  there  is  a  new  book  out  on  maintaining  marine  biological  di- 
versity. One  of  the  points  that  the  author  makes  is  that  inter- 
nationally, we  need  to  create  an  environment  where  the  burden  of 
proof  is  on  people  who  use  natural  resources  to  demonstrate  lack 
of  long-term  damage  rather  than  placing  the  burden  of  proof  on  the 
people  who  would  like  to  conserve  the  resources. 

Aiid  as  I  say,  I  think  it  has  been  one  of  the  real  strengths  of  the 
Marine  Mammal  Protection  Act,  and  I  agree  with  the  author.  That 
I  think  it  is  something  that  needs  to  occur  more  widely. 


138 


SALARY  INCREASES 


Mr.  Moran.  Okay.  Good.  Well,  I  want  you  to  be  as  tough  and  as 
wide  in  scope  as  possible. 

I  do  have  to  ask  you  what  some  might  consider  rather  mundane 
questions,  but  if  you  have  no  increase  in  your  average  salaries,  how 
do  you  increase  the  average  salary  by  $4,500,  which  is  an  8.5  per- 
cent increase  when  the  Governmentwide  COLAs  only  estimated  to 
be  16%.  How  do  you  reconcile  that?  Why  wouldn't  the  salaries  be 
the  same? 

Mr.  Twiss.  I  am  not  sure  I  understand  the  question. 

Mr.  MORAN.  Well,  this  year  you  expect  no  increase  in  the  average 
grade  of  your  employees,  yet  you  expect  the  average  salary  to  in- 
crease by  $4,500. 

Mr.  Twiss.  Oh,  now  I  understand  the  question. 

Mr.  Moran.  I  am  sorry  I  wasn't  sufficiently  articulate. 

Mr.  Twiss.  No,  you  were. 

While  the  grade  will  not  increase,  the  step  within  the  grade  will 
increase. 

Mr.  Moran.  Oh,  so  it  is  a  step  increase? 

Mr.  Twiss.  Exactly. 

Mr.  Moran.  I  see.  That  is  an  easily  understandable  thing.  Every- 
body gets  a  step  increase  every  year.  That  happens  in  every  agen- 
cy, generally.  But  you  have  very  moderate  increases  here. 

I  think  that  is  enough  grilling.  We  appreciate  your  testifying  be- 
fore us  today,  and  we  appreciate  the  work  that  you  do. 

Dr.  Reynolds.  Thank  you  very  much. 

Mr.  Moran.  The  tougher  you  get,  the  better.  If  you  have  any 
problems  with  USTR,  as  David  said,  come  back  and  see  us  since 
we  have  their  budget  in  this  bill  as  well. 

Dr.  Reynolds.  Thank  you. 

[The  following  questions  were  submitted  to  be  answered  for  the 
record:] 
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RESPONSES  TO  QUESTIONS  FROM  CHAIRMAN  SMITH 


Question: 


Answer: 


Question: 


Answer: 


Question: 


Answer: 


FY  1995  Budget  Request 

What  was  the  Commission's  original  FY  1995  request 
submitted  to  OMB?  What  items  were  dropped  from 
that  request? 

Our  original  budget  request  was  for  $1,390,000. 
No  items  were  dropped. 

Commission  Priorities 

What  new  projects  will  the  Commission  undertake  as 
a  result  of  its  FY  1995  priorities?  What  will  be 
the  end-product  or  end-result  of  the  Commission's 
FY  1995  goals? 

As  noted  at  various  points  in  the  testimony,  the 
Commission  expects  that  substantial  demands  will 
be  placed  on  it  with  respect  to  the  examination  of 
status  of  stock  determinations  resulting  from  the 
1994  amendments  to  the  Marine  Mammal  Protection 
Act.   Further,  we  intend  to  review  negotiated 
fishing  agreements  to  ascertain  what  might  be 
developed  as  a  set  of  non-negotiable  biological 
imperatives  which  must  be  incorporated  into  future 
United  States ''negotiating  positions.   As  a  result 
of  the  international  workshop  on  conservation  of 
wild  living  resources #which  we  shall  hold  from 
March  6th  to  9th,  we  expect  that  a  number  of 
initiatives  appropriate  for  Commission 
consideration  will  emerge. 

Impact  of  NAFTA  and  GATT 

What,  if  anything,  will  be  the  impact  of  recent 
trade  agreements  on  the  Commission's  activities 
and  priorities? 

We  are  not  sure.   The  Commission  has  a  rough  draft 
of  a  report  on  the  implications  of  the  GATT  panel 
decision  in  the  tuna-dolphin  case  for  other 
wildlife  laws  that  contain  trade-related 
sanctions.   The  Commission  will  also  assess  the 
impacts  of  the  Uruguay  Round  of  GATT  negotiations 
on  such  laws  and,  as  necessary,  recommend  steps  to 
enable  the  United  States  to  protect  marine  mammals 
and  other  wildlife  resources. 
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Question: 


Answer: 


Question: 


Answer: 


Impact  of  National  Performance  Review 

Did  the  National  Performance  Review  make  any 
recommendations  which  affect  the  Commission?   If 
so,  what  were  the  recommendations  and  how  will  the 
Commission  be  impacted? 

Although  no  recommendations  have  been  directed 
specifically  to  the  Commission,  we  are  responding 
to  general  initiatives  regarding  such  matters  as 
governmental  efficiency  and  the  development  of  a 
national  spatial  data  infrastructure. 

Interagency  Activities 

In  the  past,  the  Commission  has  undertaken 
projects  in  cooperation  with  other  agencies.   What 
interagency  activities,  if  any,  has  the  Commission 
been  involved  in  during  FY  1994?  What  interagency 
activities  are  planned/anticipated  for  FY  1995? 
For  each  activity,  please  provide:   (a)  project 
description;  (b)  overall  cost  of  the  project;  (c) 
other  agency  contribution;  (d)  Commission's 
contribution;  and  (e)  status  of  project  and 
project  funding. 

We  have  cooperated  with  the  Department  of  State, 
the  National  Marine  Fisheries  Service,  the  Fish 
and  Wildlife  Service,  the  Department  of  Justice, 
the  Environmental  Protection  Agency,  the  Council 
on  Environmental  Quality,  and  other  agencies  on 
the  production  of  the  Compendium  of  treaties  and 
international  agreements. 

The  overall  cost  of  the  Compendium  is  estimated  to 
be  $177,000.   Of  this,  the  Department  of  State  has 
contributed  $100,000  and  the  National  Marine 
Fisheries  Service  $15,000.   We  hope  that  the  Fish 
and  Wildlife  Service  will  contribute  $15,000  as 
well.   Copies  of  the  Compendium,  to  be  published 
this  spring,  will  be  broadly  distributed  in 
Federa 1  agenc  ies . 

We  have  worked  with  the  National  Marine  Fisheries 
Service,  the  Fish  and  Wildlife  Service,  and  other 
agencies  on  the  workshop  on  new  principles  for  the 
conservation  of  wild  living  resources.   The 
overall  cost  of  the  wildlife  study,  which  has  been 
going  on  since  1992,  will  be  approximately 
$165,000.   Of  this,  the  Department  of  State  has 
contributed  $70,000  (and  we  are  requesting  an 
additional  $30,000  from  them),  the  Fish  and 
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Wildlife  Service  has  contributed  $15,000,  and  the 
National  Marine  Fisheries  Service  has  contributed 
$15,000.   The  project  will  be  completed  and  the 
study  published  this  fall. 

We  also  have  contracted,  at  a  cost  of  $10,000,  for 
an  interagency  workshop  to  discuss  and  agree  upon 
cooperative  measures  to  improve  access  to  and  use 
of  existing  data  bearing  upon  the  conservation  of 
marine  mammals  and  other  wild  living  resources  in 
marine  areas  off  Alaska.   The  workshop,  to  be  held 
in  Anchorage  in  Apri^l994,  will  include 
representatives  of  the  Alaska  Department  of  Fish 
and  Game,  the  National  Marine  Fisheries  Service, 
the  Fish  and  Wildlife  Service,  the  Minerals 
Management  Service,  the  U.S.  Geological  Survey, 
the  North  Slope  Borough,  and  several  academic 
institutions. 

The  Commission  also  developed  for  the  National 
Marine  Fisheries  Service  a  prospectus  for  a 
"Workshop  to  Assess  the  Use  of  Possible  Acoustic 
Deterrents  to  Prevent  or  Reduce  the  Incidental 
Catch  of  Marine  Mammals  in  Commercial  Fisheries." 
The  primary  objective  of  the  workshop  is  to 
determine  whether  the  incidental  take  of  marine 
mammals  in  commercial  fisheries  might  be  avoided 
or  reduced  by  using  sound  to  alert  marine  mammals 
to  the  presence  of  fishing  gear  or  to  keep  them 
away  from  fishing  gear.   The  Commission  estimates 
that  the  workshop  will  cost  about  $3  0,000.   We 
expect  that  it  will  be  funded  by  the  National 
Marine  Fisheries  Service  and  held  sometime  late  in 
1994. 

There  are  numerous  other  FY  1994  interagency 
projects  for  which  the  Commission  is  providing  a 
small  amount  of  funding  and/or  scientific  or 
management  expertise.   Among  the  projects  are  the 
Third  International  Conference  on  Marine  Debris 
scheduled  for  May  1994  (with  the  National  Oceanic 
and  Atmospheric  Administration,  the  United  States 
Coast  Guard,  the  Environmental  Protection  Agency, 
the  Intergovernmental  Oceanographic  Commission, 
and  others) ;  Project  YONAH,  an  international 
humpback  whale  research  project  (with  the  National 
Marine  Fisheries  Service) ;  updating  the  West 
Indian  Manatee  Recovery  Plan  (with  the  Fish  and 
Wildlife  Service,  Corps  of  Engineers,  Florida 
Department  of  Environmental  Protection,  and 
several  other  State  of  Florida  agencies) ;  an 
international  workshop  on  the  application  of 
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Question: 


genetic  techniques  to  identify  stocks  of  cetaceans 
(with  the  National  Oceanographic  and  Atmospheric 
Administration  and  the  International  Whaling 
Commission) ;  and  development  of  a  recovery  plan 
for  dugongs  in  Palau  (with  the  Fish  and  Wildlife 
Service) .   These  and  other  projects  are  discussed 
in  the  Commission's  1993  Annual  Report. 

In  your  testimony  last  year,  you  said  that  the 
Commission  would  ask  the  State  Department  to 
publish,  either  annually  or  every  other  year,  a 
series  of  follow-up  documents  to  the  Compendium  of 
treaties.   Did  State  agree  to  this?   If  so,  what 
will  it  cost  the  Commission? 


Answer: 


Question: 


Answer: 


Question: 


We  shall  approach  the  State  Department  in  late 
March  or  early  April  once  the  Compendium  has  been 
published.   We  have  discussed  the  issue  with  them 
informally  and  our  hope  is  that  they  will  be 
receptive.   The  cost  to  the  Commission  will  be  an 
estimated  $10, 000-$15, 000  of  staff  time. 

The  Compendium  is  1,400  pages  longer  than 
anticipated.   Has  that  increased  the  cost  of  the 
project?  What  was  the  estimated  cost  of  the 
project?  What  was  the  actual  cost?  Are  other 
agencies  involved  in  the  project?   If  so,  in  what 
capacity? 

It  has  increased  the  cost  of  the  project.   The 
original  estimated  cost  was  $122,000.   The  revised 
estimate  is  $177,000.   The  Department  of  State  has 
contributed  $100,000,  and  the  National  Marine 
Fisheries  Service  $15,000.   We  hope  that  the  Fish 
and  Wildlife  Service  will  contribute  $15,000  to 
help  offset  the  additional  costs.   As  noted 
elsewhere,  other  agencies  are  involved  in  the 
project  as  financial  contributors  and  as  reviewers 
of  the  work  as  it  was  done. 

What  role  will  the  Commission  play  in  the 
implementation  of  the  Endangered  Species  Act  and 
the  Magnuson  Fishery  Conservation  and  Management 
Act? 


Answer: 


In  all  our  dealings  on  issues  involving  either  of 
these  statutes,  we  are  careful  to  take  into 
account  the  legislative  or  regulatory  impacts  of 
both.   We  expect  the  Commission's  workshop  on  new 
principles  for  the  conservation  of  wild  living 
resources  to  have  considerable  beneficial  impact 
on  activities  taken  under  these  statutes.   For 
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example,  the  result  may  be  of  great  help  in  better 
structuring  Fishery  Management  Plans  to  ensure 
that  overfishing  does  not  occur.   Also,  our  study 
of  negotiated  agreements  could  affect 
implementation  of  the  Magnuson  Act. 
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RESPONSES  TO  QUESTIONS  FROM  MR.  ROGERS 


Authorization 


Question: 


Answer: 


Last  year,  the  Congress  failed  to  complete  action 
on  major  authorizing  legislation  concerning  the 
Marine  Mammal  Commission.   What  role  has  the 
Commission  played  in  the  authorization  process? 

The  Commission  was  directed  by  Congress  to  provide 
the  National  Marine  Fisheries  Service  recommended 
guidelines  for  a  new  regime  to  govern  the 
incidental  take  of  marine  mammals.   The  Commission 
provided  the  guidelines  to  the  Service  on  12  July 
1990.   The  entire  issue  of  incidental  take  is 
basic  to  this  reauthorization. 


Question: 


Answer: 


In  addition  to  providing  the  statutorily  directed 
material,  the  Commission  has  provided  both 
chambers  written  comments  on  draft  legislation  and 
made  itself  available  for  hearings  and  discussions 
with  Congressional  staff. 

How  much  revenue  is  expected  to  be  generated  from 
sales  of  the  Compendium?  Will  the  Commission 
receive  any  of  the  revenues  from  the  sales?   If 
not,  who  will  receive  the  revenues  and  for  what 
purposes  will  they  be  used? 

We  do  not  know  what  the  Government  Printing  Office 
is  projecting  for  sales.   The  Commission  will 
realize  none  of  the  money.   The  Government 
Printing  Office  will  receive  the  revenues. 


Thursday,  February  10,  1994. 

COMMISSION  ON  SECURITY  AND  COOPERATION  IN 

EUROPE 

WITNESSES 

HON.  STENY  H.  HOYER,  COCHAIRMAN 
SAMUEL  G.  WISE,  STAFF  DIRECTOR 

MARY  SUE  HAFNER,  DEPUTY  STAFF  DIRECTOR  AND  GENERAL  COUN- 
SEL 
JANE  S.  FISHER,  DEPUTY  STAFF  DHtECTOR 
CORINNE  R  ZACCAGNINI,  BUDGET  OFFICER 

Mr.  Smith.  Today  we  have  the  Commission  on  Security  and  Co- 
operation in  Europe.  The  request  is  for  $1,091,000;  that  is  a  de- 
crease of  $9,000  from  last  year.  I  understand  that  the  President's 
Budget  document  reflects  a  request  of  $1,130,000,  which  you  have 
chosen  to  reduce  to  this  lower  level. 

We  will  insert  the  justification  materials  for  this  request  into 
record  at  this  point. 

[The  justifications  follow:] 
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BUDGET  REQUEST 

BUDGET  JUSTIFICATION 

COMMISSION  ON  SECURITY  AND 

COOPERATION  IN  EUROPE 

FISCAL  YEAR  1995 


147 


COMMISSION  ON  SECURITY  AND  COOPERATION  IN  EUROPE 
FISCAL  YEAR  1995  BUDGET  REQUEST 

In  accordance  with  Section  3  of  Public  Law  99-7  (March  27, 
1985)  there  is  authorized  to  be  appropriated  and  remain  available 
until  expended  each  fiscal  year  such  sums  as  may  be  necessary  to 
enable  the  Commission  to  carry  out  its  mandate. 

For  Fiscal  Year  1995,  the  Commission  requests  an  appropriation 
of  $1,090,600.  This  budget  request  represents  a  decrease  over  last 
year's  appropriation  funding. 

The  Commission  was  created  on  June  3,  1976,  pursuant  to  Public 
Law  94-304,  approved  by  the  94th  Congress.  Under  this  legislation, 
the  Commission  is  "authorized  and  directed  to  monitor  the  actions 
of  the  35  signatory  countries,  including  the  United  States,  which 
reflect  compliance  with  or  violation  of  the  articles  of  the  Final 
Act  of  the  Conference  on  Security  and  Cooperation  in  Europe  (CSCE) , 
with  particular  regard  to  the  provisions  relating  to  human  rights 
and  cooperation  in  humanitarian  fields."  Since  then,  the  number  of 
participating  states  has  risen  to  53. 

The  Commission  is  composed  of  21  members,  nine  each  from  the 
U.S.  Senate  and  House  of  Representatives,  appointed  respectively  by 
the  President  of  the  Senate  and  the  Speaker  of  the  House,  and  one 
each  from  the  Departments  of  State,  Defense  and  Commerce,  appointed 
by  the  President  of  the  United  States.  At  the  beginning  of  each 
even-numbered  Congress,  the  Speaker  of  the  House  shall  designate 
one  of  the  House  members  as  Chairman  and  the  President  of  the 
Senate,  on  the  recommendation  of  the  Majority  Leader,  shall 
designate  one  of  the  Senate  members  as  Co- Chairman.  At  the 
beginning  of  each  odd-numbered  Congress,  the  President  of  the 
Senate,  on  the  recommendation  of  the  Majority  Leader,  shall 
designate  one  of  the  Senate  members  as  Chairman,  and  the  Speaker  of 
the  House  shall  designate  one  of  the  House  members  as  Co- Chairman. 
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The  staff  of  the  Commission  currently  consists  of  17  full- 
time,  permanent  positions.  In  addition,  the  Commission  has  a 
foreign  service  officer  on  detail  to  it  from  the  Department  of 
State.  The  Commission  also  has  two  consultants,  Mr.  Samuel  Wise 
and  Mr.  R.  Spencer  Oliver.  Mr.  Wise  acts  as  Commission  Staff 
Director.  Mr.  Oliver,  former  staff  director  of  the  Commission  for 
nine  years,  assists  the  Chairman  and  Commission  staff  by  providing 
advice  and  council  on  policy  matters  relating  to  the  Helsinki 
process.  Our  staff  functions  according  to  the  following  breakdown: 

Commonwealth  of  Independent 

and  Baltic  States  4 

East/Central  European  Group  3 

Domestic  Compliance  1 

Trade  3 

Environment  1 

Security  1 

Management  3 

Press  &  Publications  1 

Administrative  1 

Receptionist  1 

Appropriations  to  the  Commission  are  disbursed  on  vouchers 
approved  jointly  by  the  Chairman  and  Co- Chairman  or  their  designee. 
The  U.S.  General  Accounting  Office  (GAO)  is  officially  charged  with 
administrative  and  financial  support  services,  including  processing 
of  Commission  payroll  and  disbursement  of  Commission  funds  upon 
receipt  of  authorized  vouchers.  The  GAO  is  also  responsible  for 
issuing  financial  reports  required  for  external  reporting  and  other 
budget  support  services  as  outlined  in  an  interagency  agreement 
reached  between  the  Commission  and  GAO. 


SUMMARY  OF  RESOURCES 


1994  Estimate 


Budget  Authority  $1,099,000.00 

Unobligated  Balance  56,290.00 

TOTAL  FY94  1. 155.290.00 

FY94  Expenditures  (1.122.417.00) 

Estimated  Carryover  to  FY95  32,873.00 

1995  Estimate 

Budget  Authority  $1,090,600.00 

Est.  Unspent  Funds  FY94  32,873.00 

TOTAL  FY95  1,123,473.00 

FY95  Expenditures  (1.117.500.001 

Estimated  Carryover  to  FY96  5,973.00 


149 


JUSTIFICATION  OF  ESTIMATES 


PERSONNEL  COMPENSATION 

The  Commission  currently  has  17  full-time,  permanent  employees 
on  its  staff.  $716,000  is  allocated  to  this  category  to  maintain 
current  staff  levels.  This  represents  a  decrease  from  FY94 
approp rait ions.  Positions  other  than  full-time  include  six  summer 
interns,  hired  for  eight  weeks. 

In  FY95,  the  Commission  will  pay  its  consultants  at  the  rates 
of  $58,000  and  $10,200. 

PERSONNEL  BENEFITS 

An  allocation  of  $250,600  for  personnel  benefits  will  be 
needed  to  cover  the  Commission's  employer  contributions  to  health 
and  life  insurance,  the  Congressional  retirement  system,  medicare, 
FICA,  and  the  Federal  Employees  Retirement  System  (FERS)  for  all 
full-time  permanent  employees.  Most  of  CSCE's  employees  have  opted 
for  the  FERS  retirement  fund  and  employees  contribute  portions  of 
their  salaries  to  the  Thrift  Savings  Program  (TSP) .  The  Commission 
has  requested  no  additional  funds  in  this  category  for  FY95. 

TRAVEL  AND  TRANSPORTATION 

This  category  covers  costs  incurred  for  domestic,  travel  and 
local  transportation  for  Commissioners  and  Commission  staff,  as 
necessary.  The  Commission  is  decreasing  the  estimated  expense  in 
this  category  for  FY95  from  the  FY94  level.  It  is  anticipated  that 
an  estimated  $13,500  will  be  required  in  this  category  for  FY95. 

In  addition,  some  hearing  witnesses  and  individuals  who  are 
requested  to  appear  before  the  Commission  are  reimbursed  for  their 
travel  expenses  under  this  category  when  necessary. 

Overseas  travel  by  Commissioners  and  Commission  staff  is 
covered  under  Section  502(b)  of  the  Mutual  Security  Act  of  1954. 
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COMMUNICATION  AND  UTILITIES 

The  estimate  of  $15,000  covers  costs  of  services  and  supplies 
within  the  office  related  to  costs  for  word  processing  and  computer 
equipment  and  the  telephone  audix  service.  This  category  also 
covers  expenses  incurred  for  long  distance  and  local  telephone 
service,  telegrams,  messenger  service,  overseas  postage,  and  other 
related  expenses.  The  amount  budgeted  represents  an  expenditure 
reduction  for  FY95 . 

Word  Processing  and  Computer  Equipment  $  1,000.00 

Telephone  Service  $12,000.00 

Postage,  Telegrams,  Courier  Services  $  2.000.00 

TOTAL  $15,000.00 


PRINTING  AND  PHOTOGRAPHY 

The  amount  necessary  in  this  category  $2,000,  covers  outside 
printing  costs  for  the  Commission's  press  release  letterhead, 
brochures,  and  other  miscellaneous  printing  co3ts  not  authorized 
through  the  Government  Printing  Office.  This  figure  also  includes 
photography  expenses .  This  total  represents  a  decrease  from  the 
FY94  allocation. 


OTHER  SERVICES 

The  Commission  will  require  $33,000  in  this  category.   These 
funds  will  be  needed  to  cover  the  following  areas: 

9,600.       GAO  contract   for  administrative  and  financial 

services 
9,000.       Hearings  Transcript  Costs 
8,400.       Professional  Office  Contract  Expenses 
6. 000.       Representation  Funds 
$33,000.        TOTAL 


SUPPLIES  AND  MATERIALS 

The  Commission  requires  $17,000  in  this  category.  This  amount 
represents  a  decrease  from  the  FY94  allocation.  The  estimated 
$17,000  will  be  spent  for  operating  supplies,  including  copier  and 
general  office  supplies.  In  addition,  subscriptions  to  newspapers, 
periodicals,  magazines,  books,  research  materials,  and  other 
pertinent  publications  are  funded  under  this  category. 
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BOUIPMENT 


It  is  estimated  that  $2,000  will  be  needed  for  this  category 
to  cover  the  cost  of  any  additional  equipment  and  updated  software. 
This  category  reflects  a  decrease  in  planned  spending  from  FY94. 
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COMMISSION  ON  SECURITY  &  COOPERATION  IN  EUROPE 


Summary  of  Budget  Estimates: 

Budget  Authority  -  FY  1994 

Unobligated  Balance  Available 
Start  of  FY  1994 

Funds  Available  FY  1994 

Estimated  Total  Obligations 

Unobligated  Balance 
FY  1994 


Amount 

Positions 

(In  Thousands) 

17 

1,099 

56 

1,155 

1,122 

33 

******* 


Budget  Request  (Appropriation) 
FY  1995 

Unobligated  Balance  Available 
Start  of  FY  1995 

Estimated  Unobligated  Balance 
End  FY  1995 

Total  Budget  Estimate  FY  1 995 


Amount 
Positions        (In  Thousands) 


17 


1,091 


33 


6 


1,118 


******* 


Our  request  is  that  the  Commission  on  Security  and  Cooperation  in  Europe  has 
for  salaries  and  expenses  as  authorized  by  Public  Law  94-304,  $1 ,090,600  to  remain 
available  until  expended.  The  amount  available  for  official  reception  and  representation 
purposes  shall  not  exceed  $6,000.  The  amount  requested  is  a  budget  reduction  from  the 
amount  appropriated  for  Fiscal  Year  1 994. 

Appearing  on  behalf  of  this  request  is  Commission  CoChairman,  the  Honorable 
Steny  H.  Hoyer,  accompanied  by  Mr.  Samuel  G.  Wise,  Commission  Staff  Director,  Ms. 
Mary  Sue  Hafner,  Deputy  Staff  Director  and  General  Council,  Ms.  Jane  S.  Fisher,  Deputy 
Staff  Director,  and  the  Commission's  Budget  Officer,  Corinne  R.  Zaccagnini. 
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COMMISSION  ON  SECURITY  AND  COOPERATION  IN  EUROPE 
LIST  OF  COMMISSIONERS 


U.S.  SENATE 

Dennis  DeConcini,  D-AZ 
Chairman 


HOUSE  OF 
REPRESENTATIVES 

Steny  H.  Hoyer,  D-MD 
Co-Chairman 


Frank  Lautenberg,  D-NJ 
Harry  Reid,  D-NV 
Bob  Graham,  D-FL 
Barbara  Mikulski,  D-MD 
Alfonse  D'Amato,  R-NY 
Arlen  Specter,  R-PA 
Charles  Grassley,  R-IA 
Connie  Mack,  R-FL 


Edward  J.  Markey,  D-MA 
Bill  Richardson,  D-NM 
Frank  McCloskey,  D-IN 
Benjamin  Cardin,  D-MD 
Christopher  Smith,  R-NJ 
Frank  R.  Wolf,  R-VA 
John  E.  Porter,  R-IL 
Hamilton  Fish,  R-NY 
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Mr.  Smith.  We  are  pleased  to  have  with  us  this  morning  the  Co- 
Chairman  of  the  Commission,  our  colleague,  Steny  Hoyer.  Do  you 
have  a  statement? 

Mr.  Hoyer.  I  do,  sir.  Thank  you  very  much. 

Chairman  Smith  and  Mr.  Mollohan,  I  appreciate  the  opportunity 
to  appear  before  you  on  behalf  of  the  Helsinki  Commission.  I  have 
prepared  a  detailed  written  statement  and  request  that  it  be  in- 
cluded in  the  record,  Mr.  Chairman,  if  that  is  possible. 

Mr.  Smith.  Okay. 

Mr.  Hoyer.  As  you  can  see  from  the  Commission's  budget  re- 
quest of  $1,090  million,  it  is  a  decrease  over  last  year's  appropria- 
tion. The  Administration  in  the  budget  request  asked  to  increase 
our  budget.  However,  in  reviewing  with  the  staff  and  knowing  of 
the  very  tight  situation  that  your  committee  is  in  and  that  we  are 
in  generally,  I  asked  the  Commission  to  go  back  and  scrub  the 
numbers  to  come  in  at  a  number  below  fiscal  year  1994  appropria- 
tions. 

The  collapse  of  communism,  Mr.  Chairman,  while  it  brought  an 
end  to  an  era  of  ideology  and  military  confrontation  between  East 
and  West,  it  ushered  in  a  period  of  uncertain  transition.  Although 
it  is  true  that  we  have  seen  the  fall  of  the  Soviet  Union,  we  have, 
however,  as  we  tragically  see  in  Yugoslavia,  seen  the  rise  of 
ultranationalism,  religious  and  ethnic  hatreds,  and  in  many  ways, 
creation  of  a  much  more  complicated  situation  than  we  once  had. 

As  a  result,  the  mandate  of  the  Commission  with  the  now  53  na- 
tions— it  was  35  nations  when  created,  and  then  it  went  down  be- 
cause of  the  unification  of  East  and  West  Germany  reducing  the 
number  by  one,  but  since  then  we  have  added  the  former  Soviet 
Republics  and  Albania  and  other  emerging  democracies — Bosnia- 
Herzegovina  being  one,  of  course,  of  those.  Now  the  United  States 
has  recognized  Macedonia. 

The  complexity  of  the  Helsinki  Mandate  under  the  legislation 
really  has  grown  substantially.  Notwithstanding  that,  we  are  con- 
straining our  expenditures.  We  have  the  same  level  of  staff,  and  we 
are  trying  to  respond  to  the  complexities  with  our  professional  staff 
that,  as  you  know,  has  been  selected  on  a  nonpartisan,  nonpolitical 
basis  and  that  we  think  is  one  of  the  best  on  the  Hill  and  is 
deemed  so  by  the  State  Department. 

We  continue  to  be  a  major  resource  for  United  States  delegations 
participating  in  Helsinki  process  meetings,  as  well  as  a  source  for 
advice,  counsel  and  information  on  nonspecific  Helsinki  activities 
conducted  by  our  government. 

We  would  hope,  Mr.  Chairman,  that  we  could  have  an  appropria- 
tion at  the  dollar  level  that  we  have  indicated  in  here.  If  we  go 
much  below  that,  we  will  be  really  crunched.  Every  number  is  re- 
duced but  the  consultant  one,  which  is  kept  the  same,  which  is  just 
the  same  ongoing  cost,  as  you  know,  that  we  have  discussed  over 
the  years.  Otherwise,  I  think  every  objective — personnel  compensa- 
tion, benefits,  travel,  communications  and  utilities,  printing  and  re- 
production, other  services,  supplies  and  materials,  and  equip- 
ment— every  one  of  those  objectives  has  been  reduced  by  us. 

[The  prepared  statement  of  Congressman  Hoyer  follows:] 
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COMMISSION  ON 
SECURITY  AND  COOPERATION  IN  EUROPE 

237  FORD  HOUSE  OFFICE  BUILDING 
WASHINGTON,  DC  20515 

(202)  225-1901 


BUDGET  REQUEST  FOR  FISCAL  YEAR  1995 

THE  COMMISSION'S  FISCAL  YEAR  1995  BUDGET  REPRESENTS  A  DECREASE 
IN  ESTIMATED  TOTAL  OBLIGATIONS  OVER  FISCAL  YEAR  1994. 

THE  COMMISSION  ON  SECURITY  AND  COOPERATION  IN  EUROPE 


THE  COMMISSION  ON  SECURITY  AND  COOPERATION  IN  EUROPE  (THE 
HELSINKI  COMMISSION)  WAS  ESTABLISHED  BY  THE  U.S.  CONGRESS  IN  1976 
TO  MONITOR  AND  REPORT  ON  THE  IMPLEMENTATION  OF  THE  DECISIONS  OF  THE 
CONFERENCE  ON  SECURITY  AND  COOPERATION  IN  EUROPE  (CSCE) ,  A  MULTI- 
NATION  DIPLOMATIC  PROCESS  THAT  EMBRACES  ISSUES  FORM  MILITARY 
SECURITY  TO  ECONOMIC  AND  ENVIRONMENTAL  COOPERATION  TO  HUMAN  RIGHTS 
AND  HUMANITARIAN  AFFAIRS.  TO  THIS  END,  THE  COMMISSION  PURSUES 
SPECIFIC  CONCERNS  AT  CSCE  MEETINGS,  HOLDS  CONGRESSIONAL  HEARINGS, 
LEADS  DELEGATIONS  TO  CSCE  COUNTRIES,  MONITORS  ELECTIONS,  AND 
PUBLISHES  REPORTS.  THE  COMMISSION  HAS  FOCUSED  SPECIAL  ATTENTION  ON 
THE  IMPLEMENTATION  OF  HUMAN  RIGHTS  AGREEMENTS  BY  WHAT  WAS  ONCE  THE 
SOVIET  UNION  AND  THE  COUNTRIES  OF  EAST- CENTRAL  EUROPE,  AS  WELL  AS 
REVIEWING  HUMAN  RIGHTS  QUESTIONS  RAISED  WITH  THE  UNITED  STATES. 


MEMBERSHIP  OF  THE  COMMISSION 


SENATOR  DENNIS  DECONCINI  CURRENTLY  SERVES  AS  CHAIRMAN  OF  THE 
COMMISSION.  REPRESENTATIVE  STENY  H.  HOYER  SERVES  AS  CO-CHAIRMAN. 
PURSUANT  TO  PUBLIC  LAW  99-7  THE  CHAIRMANSHIP  OF  THE  COMMISSION  IS 
ROTATED  BETWEEN  THE  HOUSE  AND  SENATE  EVERY  CONGRESS.  IN  ADDITION 
TO  THE  CHAIRMAN  AND  CO-CHAIRMAN,  THE  COMMISSION  IS  COMPOSED  OF 
EIGHT  MEMBERS  FROM  THE  SENATE,  EIGHT  MEMBERS  FROM  THE  HOUSE  OF 
REPRESENTATIVES,  AND  AN  OFFICIAL  EACH  FROM  THE  DEPARTMENTS  OF 
STATE,  COMMERCE,  AND  DEFENSE  FOR  A  TOTAL  OF  21  COMMISSIONERS. 


STAFFING 

DURING  THE  PAST  YEAR,  THE  STAFF  CONSISTED  OF  THE  STAFF 
DIRECTOR,  APPOINTED  BY  THE  CHAIRMAN  AND  CO-CHAIRMAN;  THE  DEPUTY 
STAFF  DIRECTOR/GENERAL  COUNSEL;  THE  DEPUTY  STAFF  DIRECTOR;  TWELVE 
PROFESSIONAL   STAFF   MEMBERS   AND   TWO   ADMINISTRATIVE   PERSONNEL 
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CONSISTING  OF  THE  ADMINISTRATIVE  ASSISTANT  AND  A  RECEPTIONIST.1 
ADDITIONALLY,  THE  COMMISSION  CURRENTLY  HAS  THE  EXPERTISE  OF  A 
SENIOR  SOVIET  SPECIALIST,  A  FOREIGN  SERVICE  OFFICER  ON  LOAN  TO  THE 
COMMISSION  FROM  THE  DEPARTMENT  OF  STATE.  IN  ADDITION,  THE 
COMMISSION  UTILIZES  THE  SERVICES  OF  A  PRINTING  CLERK  ON  LOAN  FROM 
THE  U.S.  GOVERNMENT  PRINTING  OFFICE  TO  ASSIST  WITH  THE  PUBLICATION 
AND  DISSEMINATION  OF  HEARINGS,  REPORTS  AND  OTHER  PRINTED  MATERIAL. 
THE  COMMISSION  ALSO  HIRES  INTERNS  DURING  THE  SUMMER  MONTHS  AND 
PARTICIPATES  IN  THE  AMERICAN  UNIVERSITY  SEMESTER  PROGRAM  IN  WHICH 
STUDENTS  WORK  AS  VOLUNTEERS  ON  THE  STAFF  FOR  CLASSROOM  CREDIT. 


SUMMARY 


WHEN  THE  COMMISSION  WAS  STARTED  IN  1976,  NO  ONE  COULD  HAVE 
FORESEEN  THE  EVENTS  THAT  LAY  AHEAD,  WHICH  CULMINATED  IN  THE 
NONVIOLENT  DEATH  OF  AN  EMPIRE  AND  THE  TOTAL  DISCREDITING  OF  A 
POLITICAL  IDEOLOGY.  THE  HELSINKI  COMMISSION  HAS  BEEN  AN  ACTIVE 
PARTICIPANT  IN  THOSE  EVENTS,  AS  AN  ALLY  OF  MANY  OF  THE  HUMAN  RIGHTS 
ACTIVISTS  WHO  FOUGHT  FOR  FREEDOM. 

THE  HELSINKI  COMMISSION  IS  ATTEMPTING  TO  MEET  THE  ENORMOUS  NEW 
CHALLENGES  IN  THE  GREATLY  TRANSFORMED  POLITICAL  CONTEXT.  WE  INTEND 
TO  DEVOTE  SIGNIFICANT  RESOURCES  TO  THOSE  STATES  WHERE  AUTHORITARIAN 
GOVERNMENTS  CONTINUE  TO  PREVAIL  AND  WHERE  HUMAN  RIGHTS  ARE  MOST  AT 
RISK;  SECONDLY  THE  HELSINKI  COMMISSION  WILL  STRENGTHEN  ITS  ROLE  AS 
A  LEADING  RESERVOIR  OF  CSCE  HISTORY  AND  PARTICIPANT  IN  CSCE 
MEETINGS  AND  MISSIONS;  THIRDLY  THE  COMMISSION  WILL  SUSTAIN  ITS 
INVOLVEMENT  IN  THOSE  STATES  WHERE  FRAGILE  DEMOCRACIES  ARE  JUST 
BEGINNING  TO  TAKE  ROOT;  AND  FOURTHLY  THE  HELSINKI  COMMISSION  WILL 
STEP  UP  ITS  EFFORTS  TO  FOSTER  PUBLIC  UNDERSTANDING  AND  INTELLECTUAL 
ADVOCACY  OF  DEMOCRACY  THROUGH  PUBLIC  HEARINGS,  BRIEFINGS, 
PUBLICATIONS,  SPEECHES,  PARTICIPATION  AT  CSCE  MEETINGS  AND 
EXCHANGES  WITH  FOREIGN  GOVERNMENT  OFFICIALS  AS  WELL  AS  PRIVATE 
INDIVIDUALS . 

UNTIL  FAIRLY  RECENTLY,  THE  COMMISSION'S  PRIMARY  EMPHASIS  HAS 
BEEN  ON  BASIC  HUMAN  RIGHTS,  SUCH  AS  FREEDOM  OF  EXPRESSION,  FREEDOM 
OF  RELIGION  AND  FREEDOM  OF  MOVEMENT.  THESE  RIGHTS  WERE  VIEWED  AS 
THE  ESSENTIAL  FIRST  TIER  OF  FUNDAMENTAL  FREEDOMS  WHICH  HAD  TO  BE 
ADDRESSED  BY  THE  FORMER  COMMUNIST  COUNTRIES  BEFORE  THEIR  COMMITMENT 
TO  THE  BROADER  OBLIGATIONS  OF  THE  CSCE'S  HUMAN  DIMENSION,  SUCH  AS 
FREE  AND  FAIR  ELECTIONS  OR  THE  RULE  OF  LAW,  COULD  BE  TAKEN 
SERIOUSLY. 


APPENDIX  "A"  LISTS  CSCE  STAFF. 
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THE  COLLAPSE  OF  COMMUNISM  IN  1989  CHANGED  THE  HUMAN  RIGHTS 
SITUATION     IN     THIS     REGION     DRAMATICALLY.  WITH     IMPROVEMENTS     IN 

TRADITIONAL  AREAS  OF  CONCERN,  SUCH  AS  POLITICAL  PRISONERS, 
RELIGIOUS  REPRESSION  AND  FREEDOM  OF  MOVEMENT,  THESE  ISSUES  CEASED 
TO  BE  THE  PRIMARY  CONCERNS  DRIVING  THE  HUMAN  RIGHTS  DEBATE  WITHIN 
THE  CSCE  PROCESS.  AT  THE  SAME  TIME,  HOWEVER,  THE  POST- COMMUNIST 
ERA  USHERED  IN  A  NEW  SET  OF  HUMAN  RIGHTS  DILEMMAS  WHICH  HAD  BEEN 
RIGIDLY  CONTAINED  BY  TOTALITARIAN  RULE.  TO  A  GREAT  EXTENT,  THESE 
PROBLEMS  ARE  RELATED  TO  RE -EMERGENT  NATIONALIST  PASSIONS  AND  ETHNIC 
CONFLICT,  BUT  ARE  COMPLICATED  AND  EXACERBATED  BY  A  LACK  OF  WELL 
DEVELOPED   DEMOCRATIC   POLITICAL   SYSTEMS   AND    FREE   MARKET   ECONOMIES. 

IN  ADDITION  TO  AN  EXAMINATION  OF  HUMAN  RIGHTS  PROBLEMS,  BOTH 
PRE-  AND  POST- COMMUNISM,  THE  COMMISSION  ATTEMPTS  TO  ADDRESS  NEW 
CHALLENGES  FACED  BY  THE  CSCE  COMMUNITY:  ISSUES  SUCH  AS  REMOVING 
THE  INJUSTICES  COMMUNISM  STAMPED  ON  SOCIETIES;  ESTABLISHING 
PROCESSES  FOR  FREE  ELECTIONS,  INDEPENDENT  JUDICIARIES,  AND 
DEMOCRATIC  INSTITUTIONS;  AND  RESOLVING  THE  SOCIAL  AND  POLITICAL 
PROBLEMS  WHICH  EMERGE  IN  THE  PROCESS.  MORE  EGREGIOUS  ABUSES,  SUCH 
AS  THE  ATROCITIES  ASSOCIATED  WITH  WAR  CRIMES  AND  CRIMES  AGAINST 
HUMANITY,  ARE  ALSO  CONSIDERED  A  CRITICAL  PART  OF  THE  NEW  HUMAN 
RIGHTS  AGENDA  IN  THE  CSCE.  FINALLY,  THE  COMMISSION  EXAMINES  THE 
DIFFICULTY  STATES  FACE  IN  IMPLEMENTING  FUNDAMENTAL  CSCE  PRINCIPLES, 
INCLUDING  THE  CSCE  PRINCIPLE  OF  SELF-DETERMINATION,  THE 
INVIOLABILITY  OF  FRONTIERS  AND  THE  PEACEFUL  SETTLEMENT  OF  DISPUTES, 
IN   THE   UNSETTLED   NEW  WORLD   ORDER. 

IN  THE  PAST  FEW  YEARS,  THE  CSCE  PARTICIPATING  STATES  HAVE 
PLACED  CONSIDERABLE  EMPHASIS  ON  THE  ADOPTION  OF  NEW  COMMITMENTS. 
THE  MANY  NEW  HUMAN  RIGHTS  STANDARDS  THAT  HAVE  BEEN  INCORPORATED 
INTO  CSCE  DOCUMENTS  ARE,  UNQUESTIONABLY,  ESSENTIAL  TO  RAISE  THE 
LEVEL  OF  ACCOUNTABILITY  AND  TO  HELP  KEEP  THE  EMERGING  DEMOCRACIES 
ON  THE  PATHS  THEY  HAVE  NOW  CHOSEN.  AT  THE  SAME  TIME,  HOWEVER,  IT 
MUST  NOT  BE  FORGOTTEN  THAT  ACTUAL  IMPLEMENTATION  OF  COMMITMENTS  IS 
THE  BEDROCK  ON  WHICH  THE  CSCE  MUST  ULTIMATELY  REST.  AND  IT  IS  THAT 
IMPLEMENTATION  WHICH  THE  COMMISSION  IS  MANDATED  TO  MONITOR  AND 
REPORT  UPON. 

WITHOUT  IMPLEMENTATION  IN  FACT,  THE  AMASSING  OF  NEW 
COMMITMENTS  ON  PAPER  WILL  SERVE  LITTLE  POSITIVE  PURPOSE.  THE 
COMMISSION  VIEWS  ITS  ROLE  IN  ASSESSING  THE  DEGREE  TO  WHICH 
IMPLEMENTATION  HAS  BEEN  ACHIEVED  AND,  BY  SO  DOING,  MEASURING  A 
COUNTRIES'  TRUE  RESPECT  FOR  CSCE  COMMITMENTS  AS  A  CRITICAL  MANDATE 
IN  HELPING   TO    FORMULATE   U.'S.    POLICY  WITHIN  THE   CSCE. 


7fi_97T  Cl 04_ 
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THE  CONFERENCE  ON  SECURITY  AND  COOPERATION  IN  EUROPE 

CSCE 


ALTHOUGH  SOME  EARLY  PROPOSALS  CONCEIVED  OF  THE  CONFERENCE  ON 
SECURITY  AND  COOPERATION  IN  EUROPE  AS  AN  INTERNATIONAL  INSTITUTION 
WITH  HEADQUARTERS,  SECRETARIAT,  AND  TREATY,  THE  CSCE  EMERGED  FROM 
HELSINKI  IN  1975  AS  AN  AMORPHOUS  PROCESS,  MOVING  FROM  CONFERENCE  TO 
CONFERENCE  WITH  NO  FIXED  ADDRESS  OR  SCHEDULE.  FOR  FIFTEEN  YEARS, 
ITS  REVIEW  CONFERENCES  AND  EXPERTS  MEETINGS  SUCCEEDED  IN  FOCUSING 
ATTENTION  ON  A  RANGE  OF  INTER -RELATED  PROBLEMS  FROM  HUMAN  RIGHTS  TO 
THE  ENVIRONMENT  TO  THREATENING  MILITARY  MANEUVERS ,  OPERATING  ON  THE 
PRINCIPLE  THAT  THESE  AND  OTHER  ELEMENTS  OF  SECURITY  COULD  NOT  BE 
TREATED  SEPARATELY.  HOWEVER,  THE  END  OF  THE  BIPOLAR  SECURITY 
"SYSTEM"  THAT  HAD  CHARACTERIZED  THE  EUROPE  IN  WHICH  CSCE  WAS 
CREATED  LED  MANY  OF  ITS  PARTICIPANTS  TO  LOOK  TO  THE  CSCE  AS  A  NEW 
OVER-ARCHING  "SYSTEM"  WITHIN  WHICH  ITS  MEMBERS  COULD  IMPROVE  BOTH 
THEIR  SECURITY  AND  COOPERATION.  AS  SUCH,  THEY  PLEADED  FOR  MORE 
STRUCTURE  AND  PERMANENCE  FOR  ITS  ACTIVITIES,  AS  WELL  AS  A  LARGER 
ROLE  FOR  IT  IN  ADDRESSING  THE  CHALLENGES  OF  THE  TIME.2 

THE  PARIS  SUMMIT  OF  NOVEMBER  1990  ENDOWED  THE  CSCE  WITH  ITS 
FIRST  PERMANENT  INSTITUTIONS:  THE  CSCE  SECRETARIAT,  CONFLICT 
PREVENTION  CENTER,  AND  OFFICE  OF  FREE  ELECTIONS,  LATER  EXPANDED  TO 
THE  OFFICE  FOR  DEMOCRATIC  INSTITUTIONS  AND  HUMAN  RIGHTS.  THESE 
THREE  INSTITUTIONS,  MINIMALLY  FUNDED  AND  STAFFED,  WERE  CREATED  TO 
GIVE  THE  CSCE  PROCESS  SOME  VISIBLE  PERMANENCE  AND  TO  ASSIST  THE 
REGULAR  POLITICAL  CONSULTATIONS  SET  UP  AT  THE  SAME  TIME.  THE 
CONSULTATIONS  PROCESS  ENVISIONED  MEETINGS  OF  CSCE  HEADS  OF  STATE  OF 
GOVERNMENT  EVERY  TWO  YEARS;  FOREIGN  MINISTERS  ANNUALLY,  PLUS 
POSSIBLE  MEETINGS  OF  OTHER  MINISTERS;  AND  SENIOR  OFFICIALS  THREE  TO 
FOUR  TIMES  PER  YEAR.  THE  CSCE  SECRETARIAT  WAS  SET  UP  IN  PRAGUE  TO 
ORGANIZE  THESE  MEETINGS;  THE  CONFLICT  PREVENTION  CENTER  IN  VIENNA 
TO  GIVE  INSTITUTIONAL  TRANSITION  TO  DEMOCRACY  ACROSS  THE  CONTINENT. 
IN  APRIL  1991,  PARLIAMENTARIANS  FROM  THE  PARTICIPATING  STATES,  TOOK 
UP  PROPOSALS  FROM  THE  SUMMIT  AND  FORMED  A  CSCE  PARLIAMENTARY 
ASSEMBLY,  TO  MEET  ONCE  A  YEAR  TO  FURTHER  SECURITY  AND  COOPERATION 
IN  EUROPE,  REVIEWING  CSCE  IMPLEMENTATION  AND  ACTIVITIES.3  THE 
INAUGURAL  MEETING  OF  THE  CSCE  ASSEMBLY  WAS  CONVENED  IN  BUDAPEST  IN 
EARLY  JULY  1992. 

AS  THE  DISINTEGRATION  AND  UNREST  WHICH  WERE  BYPRODUCTS  OF  THE 
END  OF  TOTALITARIAN  RULE  IN  EAST- CENTRAL  EUROPE  CONTINUED  TO 
DEVELOP  AFTER  1990,  STATES  TURNED  MORE  AND  MORE  TO  THE  CSCE.  AT 
THE  SAME  TIME,  CSCE  TOOK  IN  NEW  STATES  EMERGING  FROM  THE  COLLAPSE 
OF  THE  COMMUNIST  ORDER  BRINGING  ITS  MEMBERSHIP  UP  TO  53  STATES  IN 


^Appendix  "B"  provides  a  summary  op  the  CSCE  organizational  structure. 
J append ix  "C"  puts  forward  the  CSCE  institutions. 

4 


161 


JANUARY  1993. 4  INSTEAD  OF  THE  THEORETICAL  PLANS  FOR  COLLECTIVE 
SECURITY  SYSTEMS  AND  TALK  OF  INTEGRATING  THE  EAST  INTO  EUROPE  THAT 
HAD  SPARKED  THE  INSTITUTIONALIZATION  OF  1990,  STATES  LOOKED  TO  THE 
CSCE  IN  1992  AND  1993  AS  A  SOURCE  OF  SOLUTIONS  FOR  THE  BROAD  AND 
DEEP  EUROPEAN  PROBLEMS  THAT  HAD  EMERGED.  MORE  EXTENSIVE  PROCEDURES 
WERE  DEVELOPED,  ALLOWING  CSCE  BODIES  TO  SEND  MISSIONS  TO  A  STATE 
WITHOUT  ITS  PARTICIPATION  IN  THE  DECISION;  ENGAGE  IN  CONCILIATION 
OR  OTHER  FORMS  OF  PEACEFUL  SETTLEMENTS  OF  DISPUTES  THROUGH  CSCE; 
EXCLUDE  ONE  PARTICIPATING  STATE  FROM  DECISION-MAKING;  AND  EVEN  TO 
ESTABLISH  AND  DEPLOY  CSCE  PEACEKEEPING  FORCES.  AND,  CSCE  PLUNGED 
INTO  THE  MAJOR  DISPUTES  THREATENING  PEACE  AND  STABILITY  AMONG  ITS 
MEMBERS,  SPONSORING  A  CONFERENCE  ON  THE  CONFLICT  IN  AND  AROUND 
NAGORNO-KARABAKH  AND  WORKING  WITH  THE  EUROPEAN  COMMUNITY  AND  UNITED 
NATIONS  ON  VARIOUS  INITIATIVES  RELATING  TO  THE  YUGOSLAV  CRISIS. 

SINCE  INSTITUTIONALIZATION  BEGAN  IN  NOVEMBER  1990,  THE  CSCE 
HAS  HAD  NOT  ONLY  TO  MAKE  THE  TRANSITION  FROM  A  STANDARD -SETTING, 
HORTATORY  ROLE  TO  AN  ACTIVE  ONE,  BUT  ALSO  TO  DEAL  WITH  THE  CRISIS 
IN  EXPECTATIONS  THAT  OVERTOOK  BOTH  IT  AND  EUROPE  IN  THE  AFTERMATH 
OF  THE  COLD  WAR.  THE  DESCENT  FROM  THE  OPTIMISTIC  GLOW  WHICH 
CHARACTERIZED  LATE  1992  EFFORTS  AT  CRISIS  MANAGEMENT  WAS  SWIFT  AND 
BRUTAL.  THE  CSCE'S  INSTITUTIONS  WERE  DESIGNED  AS  POLITICAL  SYMBOLS 
IN  THAT  HAPPIER  MOMENT,  NOT  AS  THE  EXECUTIVE  ORGANS  OF  PEACEKEEPING 
FORCES,  PEACE  CONFERENCES,  AND  INTERNATIONAL  COURTS.  BUT,  SINCE 
THEY,  BY  THEIR  EXISTENCE,  PROVIDED  THE  ONLY  SEMBLANCE  OF  A  UNITED 
EUROPE,  THEY  HAVE  BEEN  DRAWN  UPON  TO  DEAL  WITH  EUROPE'S  EMERGING 
PROBLEMS . 


Commission  Participation  in  CSCE 

THE  COMMISSION  CONTINUED  TO  PLAY  A  SIGNIFICANT  AND  ACTIVE  ROLE 
IN  THE  CSCE  PROCESS  AS  MEMBERS  OF  THE  U.S.  DELEGATIONS.  THE 
COMMISSION  ASSISTED  IN  PLANNING,  FORMULATING  POLICY  PAPERS,  SERVING 
AS  RAPPORTEURS  AND  IN  SOME  CASES  NEGOTIATORS  AT  CSCE  MEETINGS  HELD 
DURING  1993  AND  EARLY  1994, 5  INCLUDING  THE  CSCE  ARMS  CONTROL  BODY, 
THE  FORUM  ON  SECURITY  &  COOPERATION  IN  VIENNA;  THE  ECONOMIC  FORUM 
HELD  IN  PRAGUE  MARCH  16-18;  SEMINARS  ON  NATIONAL  MINORITIES  AND 
MIGRATION  ISSUES  HELD  APRIL  20-23  AND  MAY  10-14  RESPECTIVELY  IN 
WARSAW;  THE  IMPLEMENTATION  MEETING  ON  HUMAN  DIMENSION  ISSUES,  THE 
FREE  MEDIA  SEMINAR  AND  THE  EARLY  WARNING  SEMINAR  ALL  HELD  IN 
WARSAW;  THE  MEETINGS  OF  THE  COMMITTEE  OF  SENIOR  OFFICIALS  IN 
PRAGUE  AND  OF  FOREIGN  MINISTERS  IN  ROME,  AND  THE  JULY  1993 
PARLIAMENTARY  ASSEMBLY  MEETING  IN  HELSINKI. 


4APPENDIX  "D"  PUTS  FORWARD  THE  CSCE  INSTITUTIONS. 
'APPENDIX  "E"  LISTS  1993-1994  CSCE  MEETINGS. 
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Economic  Forum 
March  16-18,    1993 

THE  CSCE'S  FIRST  ECONOMIC  FORUM  ATTRACTED  DELEGATIONS  OF 
GOVERNMENT  AND  PRIVATE  SECTOR  REPRESENTATIVES  FROM  OVER  40  CSCE 
STATES,  INCLUDING  KAZAKHSTAN  AND  KYRGYZSTAN.  DISCUSSIONS  CENTERED 
ON  THREE  ASPECTS  OF  ECONOMIES  IN  TRANSITION;  THE  ESTABLISHMENT  OF 
A  FAVORABLE  BUSINESS  CLIMATE,  THE  HUMAN  FACTOR,  AND  THE  CHALLENGE 
POSED  BY  THE  ENVIRONMENT. 


Human  Dimension  Seminar  on  Migration 
April   20-23,    1993 

THIS  SEMINAR  WAS  ONE  OF  FOUR  SEMINARS  AGREED  TO  AT  THE 
HELSINKI  FOLLOW-UP  MEETING.  WHAT  WAS  NOT  FORESEEN  AT  THE  TIME  THAT 
THE  MEETING  WAS  AGREED  TO  WAS  THAT  AT  THE  TIME  OF  ITS  OCCURRENCE  IN 
APRIL  1993,  EUROPE  WOULD  BE  FACING  ITS  WORST  REFUGEE  CRISIS  IN 
DECADES.  THE  PLIGHT  OF  HUNDREDS  OF  THOUSANDS  OF  BOSNIAN  REFUGEES, 
NOT  TO  MENTION  THE  GROWING  NUMBERS  OF  REFUGEES  DESPERATELY  SEEKING 
PROTECTION  IN  VARIOUS  PARTS  OF  THE  FORMER  SOVIET  UNION,  LENT  A 
SOBER  REALISM  AND  URGENCY  TO  THE  MEETING.  THE  U.S.  DELEGATION,  LED 
BY  AMBASSADOR  WARREN  ZIMMERMANN,  WAS  AMONG  THE  MOST  ACTIVE  OF  ALL 
NATIONAL  DELEGATIONS  PRESENT.  THE  DELEGATION  INCLUDED 
REPRESENTATIVES  FROM  THE  HELSINKI  COMMISSION  AS  WELL  AS  THE  CSCE 
DELEGATION  IN  VIENNA,  REFUGEE  PROGRAMS  AND  NOTABLE  EXPERTS  FROM  THE 
LEGISLATIVE,  ACADEMIC,  THINK-TANK,  NGO  AND  MEDIA  COMMUNITY. 

Human  Dimension  Seminar  on  National  Minorities 
May  24-28.1993 

THIS  SEMINAR  WAS  THE  THIRD  OF  THE  FOUR  HUMAN  DIMENSION 
SEMINARS  MANDATED  BY  THE  HELSINKI  DOCUMENT.  BY  FOCUSING  ON 
POSITIVE  RESULTS,  THE  SEMINAR'S  SPONSORS  HOPED  TO  AVOID  THE 
ACRIMONIOUS  FINGER- POINTING  AND  ACCUSATION  THAT  TOO  OFTEN 
ACCOMPANIES  DISCUSSION  OF  MINORITY  ISSUES,  AND  TO  OFFER  INSTEAD 
PROVEN  MEANS  TO  PROMOTE  BETTER  RELATIONS  AMONG  DIVERSE  GROUPS 
WITHIN  SOCIETY. 

THE  SEMINAR  HIGHLIGHTED  THE  CRITICAL  IMPORTANCE  OF  NATIONAL 
MINORITIES  ISSUES  WITHIN  THE  CSCE  COMMUNITY.  IT  INTRODUCED 
PARTICIPANTS  TO  THEIR  COUNTERPARTS  ACROSS  BOUNDARIES,  BRINGING 
GOVERNMENTAL  AND  NON- GOVERNMENTAL  ACTORS  AND  EXPERTS  INTO  OPEN 
DIALOGUE  WITH  ONE  ANOTHER.  AS  PART  OF  AN  ONGOING  EFFORT  TO  PROVIDE 
ACTORS  AT  THE  NATIONAL,  REGIONAL,  AND  LOCAL  LEVEL  WITH  TOOLS, 
IDEAS,  AND  SUPPORT  FOR  RESOLVING  THE  BROAD  AND  DIFFICULT  RANGE  OF 
ISSUES  CONCERNING  NATIONAL  MINORITIES,  THE  SEMINAR  WAS  MOST 
ASSUREDLY  A  STEP  IN  THE  RIGHT  DIRECTION. 
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Implementation  Meeting  on  Hunan  Dimension  Issues 
September  27-October  15,    1993 

AGAINST  A  BACKDROP  OF  SAVAGE  CONFLICTS  IN  BOSNIA- HERZEGOVINA, 
NAGORNO-KARABAKH,  AND  GEORGIA,  ATTENDANT  REFUGEE  CRISES  THROUGHOUT 
THE  REGION,  AND  A  WAVE  OF  SOMETIMES  VIOLENT  RACISM  AND  XENOPHOBIA 
THE  PARTICIPATING  STATES  OF  THE  CSCE  MET  IN  WARSAW,  POLAND,  FROM 
SEPTEMBER  27-OCTOBER  15,  1993,  FOR  THE  FIRST  BIANNUAL 
IMPLEMENTATION  MEETING  ON  HUMAN  DIMENSION  ISSUES. 


THE  MEETING  INCLUDED  A  THOROUGH  EXCHANGE  OF  VIEWS  ON  THE 
IMPLEMENTATION  OF  HUMAN  DIMENSION  COMMITMENTS,  CONSIDERATION  OF 
WAYS  AND  MEANS  OF  IMPROVING  IMPLEMENTATION,  AND  AN  EVALUATION  OF 
THE  PROCEDURES  FOR  MONITORING  COMPLIANCE  WITH  COMMITMENTS.  THE 
DRAMATIC  UNFOLDING  OVER  THE  COURSE  OF  THE  MEETING  OF  THE  SHOWDOWN 
WITHIN  THE  RUSSIAN  GOVERNMENT  --  CULMINATING  IN  THE  SHELLING  OF  THE 
RUSSIAN  PARLIAMENT  BUILDING  BY  GOVERNMENT  TROOPS  --  SERVED  AS  A 
SOBER  REMINDER  TO  PARTICIPANTS  OF  THE  VULNERABILITY  OF  DEMOCRACY  IN 
TRANSITION  AND  THE  IMPORTANCE  OF  SHORING  UP  HUMAN  RIGHTS 
COMPLIANCE . 


Free  Media  Seminar 
November  2-5,    1993 

WHILE  SIGNIFICANT  PROGRESS  IN  DEMOCRACY -BUILDING  HAS  BEEN 
ACHIEVED  IN  MANY  OF  THE  POST- COMMUNIST  CSCE  MEMBER  STATES,  THE 
DEVELOPMENT  OF  FREE  AND  INDEPENDENT  NEWS  MEDIA  HAS  RUN  INTO 
STIFLING  OBSTACLES  IN  VIRTUALLY  ALL  OF  THEM.  THESE  OBSTACLES  AND 
OTHER  PRESSING  INFORMATION  ISSUES  WERE  DISCUSSED  AT  THE  WARSAW 
MEETING  WHICH  BROUGHT  GOVERNMENT  OFFICIALS  TOGETHER  WITH 
REPRESENTATIVES  OF  NON- GOVERNMENTAL  ORGANIZATIONS  AND  OTHER 
EXPERTS . 

Barly-Warning  and  Preventive  Diplomacy  Seminar 
January  19-21,    1994 

THE  SEMINAR  COVERED  A  BROAD  RANGE  OF  CSCE  ACTIVITIES  AIMED  AT 
CONFLICT  PREVENTION,  RESOLUTION  AND  MANAGEMENT  AND  GENERATED 
DISCUSSION  OF  CSCE  MECHANISMS  AND  PROCEDURES,  CSCE  OFFICES  AND 
INSTITUTIONS,  AND  THE  ROLE  OF  NGOs  IN  THE  OVERALL  CONTEXT  OF 
PREVENTIVE  DIPLOMACY  AND  EARLY  WARNING.  THE  MEETING  SIGNALLED  THE 
CSCE  COMMUNITY'S  RESOLVE  TO  CONTINUE  TO  REVIEW  AND  IMPROVE  THE 
TOOLS  AT  ITS  DISPOSAL  AND  THE  GROWING  UNDERSTANDING  OF  THE  ROLE  OF 
HUMAN  DIMENSION  ISSUES  UNDERLINING  MANY  OF  THE  REGIONS  CONFLICTS. 


Commission  Contributes  to  CSCE  Missions 

SINCE  THE  VIENNA  FOLLOW-UP  MEETING  CONCLUDED  IN  JANUARY  1989, 
THE  PARTICIPATING  STATES  OF  THE  CONFERENCE  ON  SECURITY  AND 
COOPERATION   IN  EUROPE  HAVE   STRIVED  TO  CREATE  A  NETWORK  OF 
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MECHANISMS,  CONSULTATIVE  PROCESSES,  AND  EXPERTS  THAT  COULD  BE 
UTILIZED  TO  DIFFUSE  A  VARIETY  OF  POTENTIALLY  EXPLOSIVE  PROBLEMS 
BOTH  WITHIN  AND  AMONG  STATES.  THESE  PROCEDURES  WERE  BARELY  IN 
PLACE  WHEN  THE  NEW  WORLD  ORDER  BEGAN  TO  SLIP  INTO  DISORDER  IN  THE 
AFTERMATH  OF  THE  COLD  WAR  AND  THE  PARTICIPATING  STATES  RELIED  ON  A 
SERIES  OF  AD  HOC  RESPONSES,  INITIATED  AND  EXECUTED  BY  THE  COMMITTEE 
OF  SENIOR  OFFICIALS  (CSO) ,  TO  ADDRESS  THE  EMERGING  POLITICAL 
DEVELOPMENTS  AND  CRISIS  AROUND  THEM. 

THE  MOST  SIGNIFICANT  OF  THESE  AD  HOC  RESPONSES  TO  DATE  HAS 
COME  IN  THE  FORM  OF  THE  MISSIONS  THAT,  WITHIN  A  ONE -YEAR  PERIOD, 
INVOLVED  ALL  THREE  CSCE  INSTITUTIONS,  MORE  THAN  EIGHTY  OFFICIALS 
REPRESENTING  SOME  18  COUNTRIES  AND  3  INTERNATIONAL  ORGANIZATIONS, 
AND  HAVE  GONE  TO  OVER  A  DOZEN  COUNTRIES  IN  AN  EFFORT  TO  PREVENT 
INCIPIENT  CONFLICTS. 

THE  DECEMBER,  1992,  STOCKHOLM  MEETING  OF  THE  CSCE  COUNCIL  OF 
FOREIGN  MINISTERS  UNDERSCORED  THE  GROWING  EMPHASIS  CSCE  IS  PLACING 
ON  SMALL-SCALE,  LONG-TERM  MISSIONS  TO  CARRY  OUT  ITS  OBJECTIVES  IN 
BOTH  PRESENT  AND  POSSIBLE  FUTURE  AREAS  OF  CONFLICT.  THE  MINISTERS 
DECIDED  TO  SUBSTANTIALLY  INCREASE  THE  MISSIONS  TO  THREE  MINORITY - 
INHABITED  REGIONS  OF  SERBIA- KOSOVO,  SANDJAK  AND  VOJVODIAN.  THE 
FOREIGN  MINISTERS  ALSO  DECIDED  TO  SEND  A  LONG-TERM  MISSION  TO 
ESTONIA  AIMED  AT  ENHANCING  STABILITY  BETWEEN  THE  ESTONIAN  AND 
RUSSIAN  COMMUNITIES.  THE  COMMISSION  SENT  TWO  OF  ITS  STAFF  EXPERTS 
ON  THE  FORMER  YUGOSLAVIA  AND  ESTONIA  TO  JOIN  THE  CSCE  MISSIONS  EACH 
FOR  A  TWO  MONTH  PERIOD. 


The  Parliamentary  Assembly 

THE  U.S.  DELEGATION  TO  THE  SECOND  PARLIAMENTARY  ASSEMBLY  HELD 
IN  HELSINKI  WAS  LED  BY  THE  COMMISSION'S  CO-CHAIRMAN,  STENY  H. 
HOYER.  DISCUSSIONS  CENTERED  AROUND  THE  WORK  OF  THREE  COMMITTEES: 
THE  GENERAL  COMMITTEE  ON  POLITICAL  AFFAIRS  AND  SECURITY,  THE 
GENERAL  COMMITTEE  ON  ECONOMIC  AFFAIRS,  SCIENCE,  TECHNOLOGY  AND 
ENVIRONMENT,  AND  THE  GENERAL  COMMITTEE  ON  DEMOCRACY,  HUMAN  RIGHTS 
AND  HUMANITARIAN  QUESTIONS.  MR.  HOYER  ALSO  SERVED  AS  THE  ACTING 
CHAIRMAN  OF  THE  DEMOCRACY  COMMITTEE.  THE  DEBATE  AT  THE  ASSEMBLY 
LARGELY  CENTERED  AROUND  THE  ARMED  AGGRESSION  IN  BOSNIA- HERZEGOVINA. 

THE  COMMISSION'S  CO-CHAIRMAN,  MR.  HOYER,  ATTENDED  THE  STANDING 
COMMITTEE  MEETING  OF  THE  CSCE  PARLIAMENTARY  ASSEMBLY  IN  COPENHAGEN 
HELD  EARLY  JANUARY,  1994,  IN  HIS  DUAL  CAPACITY  AS  HEAD  OF  THE  U.S. 
DELEGATION  AND  CHAIR  OF  THE  DEMOCRACY  COMMITTEE.  THE  MEETING 
ADDRESSED  THE  CONTINUING  SIEGE  OF  BELEAGUERED  SARAJEVO,  MACEDONIA'S 
ADMISSION  TO  THE  CSCE,  MODIFICATION  OF  THE  VOTING  PROCEDURES, 
ADMINISTRATION  AND  OUTCOME  OF  THE  DECEMBER  RUSSIAN  PARLIAMENTARY 
ELECTIONS . 

THE  THIRD  ANNUAL  MEETING  OF  THE  ASSEMBLY  WILL  TAKE  PLACE  FROM 
JULY  5-8,  1994,  IN  VIENNA.  IT  IS  EXPECTED  TO  BE  PRIMARILY  STAFFED 
BY  THE  COMMISSION  AND  AGAIN  LED  BY  MR.  HOYER. 
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Monitoring  Elections 

DURING  1993  THE  COMMISSION  CONTINUED  ITS  AMBITIOUS  PROGRAM  TO 
MONITOR  IMPLEMENTATION  OF  CSCE  PROVISIONS  ON  FREE  AND  FAIR 
ELECTIONS.  THE  COMMISSION  SENT  BOTH  MEMBERS  AND  STAFF  TO  OBSERVE 
ELECTIONS  AND  REFERENDA  AS  A  CRITICAL  ASPECT  OF  ITS  FOCUS  ON 
RUSSIA'S  AND  OTHER  COUNTRIES'  MOVEMENT  TOWARD  MEETING  DEMOCRATIC 
PRINCIPLES.  THE  RAMIFICATIONS  FOR  THE  ELECTIONS  AND  REFERENDA  ARE 
VITAL,  ESTABLISHING  NOT  ONLY  THE  COMPLEXION  OF  THE  NEW  GOVERNMENTS 
BUT  ALSO  THE  FOUNDATION-STONE  OF  THE  EMERGING  DEMOCRACIES.  THUS, 
BOTH  THE  OUTCOMES  AND  THE  PROCESSES  ARE  EQUALLY  IMPORTANT. 

AS  PART  OF  ELECTION  OBSERVING  THE  COMMISSION  MET  WITH 
CANDIDATES,  VOTERS,  JOURNALISTS,  GOVERNMENT  OFFICIALS, 
REPRESENTATIVES  OF  HUMAN  RIGHTS  ORGANIZATIONS,  ETHNIC  AND  RELIGIOUS 
ORGANIZATIONS,  OTHER  INTEREST  GROUPS,  AND  ELECTION  OFFICIALS  BOTH 
BEFORE  AND  AFTER  THE  ELECTIONS .  THE  FOCUS  WAS  ON  A  NUMBER  OF 
ISSUES,  INCLUDING  ACCESS  TO  THE  MEDIA  AND  OTHER  RESOURCES,  AS  WELL 
AS  LAWS  GOVERNING  ELECTION  PROCEDURES.  AS  A  RESULT  OF  THESE  "ON- 
SITE  INSPECTIONS"  THE  COMMISSION  ISSUED  MAJOR  REPORTS  ON  ALL 
ELECTIONS  WHICH  IT  MONITORED  IN  1993.  THE  FOLLOWING  IS  A  BRIEF 
SUMMARY  OF  THOSE  MONITORING  ACTIVITIES. 


Russian  Referendum 
April   25,    1993 

AT  THE  INVITATION  OF  SERGEI  KOVALEV,  CHAIRMAN  OF  THE  HUMAN 
RIGHTS  COMMITTEE  OF  THE  RUSSIAN  SUPREME  SOVIET,  HELSINKI  COMMISSION 
STAFF  TRAVELED  TO  RUSSIA  TO  OBSERVE  THE  APRIL  25  REFERENDUM  ON 
PUBLIC  SUPPORT  FOR  PRESIDENT  YELTSIN  AND  HIS  SOCIO-ECONOMIC 
POLICIES,  AS  WELL  AS  FOR  PRE-TERM  PRESIDENTIAL  AND  PARLIAMENTARY 
ELECTIONS.  DESPITE  PREDICTIONS  OF  WIDESPREAD  APATHY,  TURNOUT  IN 
RUSSIA'S  FIRST  VOTE  SINCE  THE  JUNE  1991  PRESIDENTIAL  ELECTION  WAS 
HIGH:  OVER  64  PERCENT  VOTERS  GAVE  YELTSIN  A  STRONG  SHOW  OF  BACKING 
(58.7  PERCENT)  AND  A  SURPRISINGLY  HIGH  LEVEL  OF  SUPPORT  FOR  HIS 
PROGRAMS  (53  PERCENT) . 

THE  REFERENDUM  WAS  THE  LATEST  STAGE  IN  THE  ONGOING  STRUGGLE 
BETWEEN  COMPETING  BRANCHES  OF  POWER  AND  VISIONS  OF  RUSSIA'S  FUTURE. 
THE  BATTLE  BETWEEN  A  STRONG  PRESIDENCY  AND  ACCELERATED  FREE  MARKET 
REFORM  VERSUS  A  PARLIAMENT  SEEKING  GREATER  PREROGATIVES  AND  A 
SLOWER,  STATE -CONTROLLED  TRANSITION  TO  THE  MARKET  DOMINATED 
RUSSIA'S  POLITICAL  ARENA  FOR  ALMOST  A  YEAR.  INDEED  THAT  BATTLE 
STILL  RAGES  TODAY. 


Latvia's  Parliamentary-  Elections 
June  5-6,    1993 

LATVIA  HELD  ITS  FIRST  PARLIAMENTARY  ELECTION  SINCE  THE  SOVIET 
UNION'S  DEMISE  AND  THE  RESTORATION  OF  LATVIAN  INDEPENDENCE. 
COMMISSION  STAFF  OBSERVED  THE  VOTING,  WHICH  INTERNATIONAL  MONITORS 
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CALL  FREE  AND  FAIR.  ALMOST  90  PERCENT  OF  LATVIA  ELIGIBLE  VOTERS 
CHOSE  AMONG  23  LISTS  TO  ELECT  A  NEW  100 -SEAT  PARLIAMENT.  THE 
CENTER-RIGHT  PARTY,  LATVIA'S  WAY,  WON  THE  MOST  SEATS,  36.  THE 
PARTY  FEATURES  MANY  LEADING  POLITICIANS  AND  EMBRACES  MANY  DIFFERENT 
STRAINS,  INCLUDING  THE  OLD  ELITE  OF  LATVIA'S  COMMUNIST  PARTY-TURNED 
NATIONALISTS . 

THE  MOST  CONTROVERSIAL  FEATURE  OF  THE  ELECTION,  WHOSE  KEY 
ISSUES  WERE  ECONOMIC  REFORM  AND  LATVIAN -RUSSIAN  RELATIONS,  WAS 
VOTER  ELIGIBILITY.  ALL  CITIZENS  OF  THE  PRE- 1940  LATVIAN  REPUBLIC, 
REGARDLESS  OF  ETHNIC  ORIGIN,  AND  THEIR  DESCENDANTS  COULD  VOTE.  BUT 
BECAUSE  THE  SUPREME  COUNCIL  ELECTED  IN  1990  HAD  PASSED  NO  LAWS  ON 
CITIZENSHIP,  INELIGIBLE  TO  VOTE  IN  THESE  PARLIAMENTARY  ELECTIONS 
WERE  ABOUT  A  THIRD  OF  VOTING  AGE  INHABITANTS  -  SOME  700,000  PEOPLE 
WHO  CAME  TO  LATVIA  AFTER  1940  AND  PRIMARILY  RUSSIANS.  THIS 
EXCLUSION  PROMPTED  CHARGES  OF  HUMAN  RIGHTS  VIOLATIONS. 


Parliamentary  Elections  in  Russia  and  a  Constitutional  Referendum 

December  12,    1993 

BECAUSE  OF  THE  IMPORTANCE  OF  THE  ELECTIONS,  AND  ACCUSATIONS  OF 
IMPROPRIETIES  AND  UNEQUAL  ACCESS  TO  MEDIA,  TWO  STAFFERS  WERE  SENT 
TO  RUSSIA  SEVERAL  WEEKS  PRIOR  TO  THE  DECEMBER  12  ELECTIONS  TO 
OBSERVE  THE  CAMPAIGN  PROCESS.  A  SEPARATE  COMMISSION  STAFF 
DELEGATION  MONITORED  THE  BALLOTING  IN  VARIOUS  CITIES  AND  REGIONS  ON 
ELECTION  DAY.  UPON  THEIR  RETURN  STAFF  IMMEDIATELY  REPORTED  THEIR 
FINDINGS  DURING  TWO  CAPITAL  HILL  BRIEFINGS  OPEN  TO  THE  PUBLIC. 

BY  DECREEING  THE  ELECTION  AND  REFERENDUM,  PRESIDENT  YELTSIN 
HOPED  TO  NORMALIZE  POLITICS  IN  RUSSIA  AFTER  A  YEAR  OF  UNRELENTING 
CONFRONTATION  BETWEEN  THE  EXECUTIVE  AND  LEGISLATIVE  BRANCHES  WHICH 
RESULTED  IN  THE  SEPTEMBER  DISSOLUTION  OF  THE  PREVIOUS  PARLIAMENT 
AND  A  FAILED  COUP  ATTEMPT  BY  PARLIAMENT'S  SUPPORTERS  IN  OCTOBER. 

THE  COMMISSION  CONCLUDED  THAT  THOUGH  THERE  WERE  PROBLEMS  AND 
IRREGULARITIES,  BOTH  IN  THE  PRE-ELECTION  CAMPAIGN  AND  DURING  THE 
VOTING,  THE  VOTERS  WERE  ABLE  TO  EXPRESS  THEIR  POLITICAL  WILL  FREELY 
AND  FAIRLY.  THE  ELECTION  RESULTS  WERE  HOWEVER  SOMEWHAT  OF  A 
SURPRISE  -  ALTHOUGH  THE  DRAFT  CONSTITUTION  PASSED  WITH  58  PERCENT 
OF  THE  VOTE,  PRO-REFORM  PARTIES  MANAGED  TO  WIN  ONLY  ABOUT  29 
PERCENT  OF  THE  OVERALL  SEATS  OF  THE  LOWER  CHAMBER  (DUMA)  . 
FURTHERMORE  THERE  WAS  THE  ELECTORAL  SUCCESS  OF  VLADIMIR 
ZHIRINOVSKY'S  ULTRANATIONALIST  PARTY,  WHICH,  TOGETHER  WITH 
COMMUNISTS  AND  THEIR  AGRARIAN  ALLIES,  WON  36  PERCENT  OF  THE  SEATS 
IN  THE  DUMA  AND  CONSTITUTE  A  SOLID  ANTI- REFORM  BLOC  IN  THE 
LEGISLATURE . 
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PUBLIC  DIPLOMACY 

THE  COMMISSION  BELIEVES  THAT  BY  HOLDING  UP  TO  PUBLIC  SCRUTINY 
VIOLATIONS  OF  THE  FINAL  ACT  BY  ANY  OF  ITS  SIGNATORIES, 
ACCOUNTABILITY  BECOMES  AN  IMPORTANT  ASPECT  OF  INTERNATIONAL  DEBATE 
AND  DISCUSSION  BETWEEN  NATIONS.  TO  THIS  END,  THE  COMMISSION  SEEKS 
TO  FOSTER  PUBLIC  UNDERSTANDING  AND  INTELLECTUAL  ADVOCACY  OF 
DEMOCRACY  THROUGH  PUBLIC  HEARINGS,  BRIEFINGS,  PUBLICATIONS, 
SPEECHES,  AND  EXCHANGES  ON  CSCE  ISSUES. 

THE  COMMISSION'S  OBJECTIVE  IS  TO  RAISE  THE  PUBLIC  PROFILE  OF 
THE  HELSINKI  PROCESS  AS  A  WHOLE,  TO  ALLOW  CSCE'S  PUBLIC 
CONSTITUENCIES  IN  THE  UNITED  STATES  THE  OPPORTUNITY  TO  PRESENT 
THEIR  VIEWS  ON  THE  PROCESS  AND  TO  REMAIN  FULLY  INFORMED  ABOUT 
UNITED  STATES  EAST -WEST  POLICY,  TO  PLACE  ON  THE  RECORD  THE  UNITED 
STATES'  POSITION,  TO  PROVIDE  COMMISSIONERS  THE  PUBLIC  OPPORTUNITY 
TO  COMPLIMENT,  CRITICIZE,  OR  MAKE  RECOMMENDATIONS  TO  U.S.  OFFICIALS 
REGARDING  UNITED  STATES  POLICY,  AND  TO  PROVIDE  AN  OPPORTUNITY  TO 
REVIEW  U.S.  PERFORMANCE  AND  ASSESS  THE  RESULTS. 

Hearings  and  Publications* 

SINCE  THE  BEGINNING  OF  THE  103RD  CONGRESS  THE  HELSINKI 
COMMISSION  HAS  HELD  A  RECORD  NUMBER  OF  PUBLIC  HEARINGS,  BRIEFINGS 
AND  PRESS  CONFERENCES  ON  THE  ON -GOING  WAR  IN  BOSNIA -HERZEGOVINA, 
THE  LONG  AND  BLOODY  CONFLICT  BETWEEN  ARMENIA  AND  AZERBAIJAN 
CENTERING  ON  NAGORNO-KARABAKH,  RUSSIA,  CENTRAL  ASIA  AND  THE 
CAUCASUS  REGION.  THE  COMMISSION  ISSUED  ITS  FIRST  MAJOR  REPORT  ON 
IMPLEMENTATION  OF  CSCE  HUMAN  RIGHTS  COMMITMENTS  BY  ALL  OF  THE 
FORMER  SOVIET  REPUBLICS  WITH  A  COMPREHENSIVE  EXAMINATION  FOR  THE 
FIRST  TIME  OF  ALL  FIVE  OF  THE  CENTRAL  ASIAN  STATES.  AS  THIS  REPORT 
DEMONSTRATED,  IN  MANY  WAYS  THE  HUMAN  RIGHTS  VIOLATIONS  HAVE 
WORSENED  AND  THREATEN  NOT  JUST  THAT  COUNTRY'S  SECURITY  BUT  RUSSIA'S 
AS  WELL  AND  ULTIMATELY  THAT  OF  EUROPE. 

ON  THE  DOMESTIC  SCENE,  THE  COMMISSION  COMPLETED  ITS  CRITICAL 
INQUIRY  INTO  THE  RIGHTS  OF  MIGRANT  WORKERS  IN  THE  U.S.  A  COMPLETE 
COMPILATION  OF  FIVE  PUBLIC  BRIEFINGS  WERE  ISSUED  IN  MAY  BY  THE 
COMMISSION.  ADDITIONALLY  THE  COMMISSION  PREPARED  MAJOR  REPORTS 
DESCRIBING  AND  ANALYZING  CSCE'S  DEVELOPING  INSTITUTIONS,  SUCH  AS  ON 
THE  HIGH  COMMISSIONER  ON  NATIONAL  MINORITIES,  AND  AN  UPDATE  ON 
PEACEFUL  SETTLEMENTS  OF  DISPUTES  IN  THE  CSCE  PROCESS. 

IN  ADDITION  THE  COMMISSION  INITIATED  A  SERIES  OF  MAJOR  REPORTS 
ON  IMPLEMENTATION  OF  CSCE  HUMAN  RIGHTS  COMMITMENTS  BY  ALL  OF  THE 
EAST  AND  CENTRAL  EUROPEAN  STATES  OF  THE  DEFUNCT  WARSAW  PACT  WITH  A 
COMPREHENSIVE  EXAMINATION  OF  CURRENT  HUMAN  RIGHTS  PRACTICES  AND 
DEMOCRATIZATION  ACHIEVEMENTS.  THESE  REPORTS  DEMONSTRATED  THAT  FOR 
SOME,  WHILE  THE  WORST  ABUSES  OF  THE  FORMER  COMMUNIST  REGIMES  HAVE 
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CEASED,  THE  TRANSITION  TO  DEMOCRACY  IS  HARDLY  COMPLETE.  FOR  OTHERS 
DEMOCRACY  IS  STEADILY  DEVELOPING  STRONG  ROOTS.  FOR  MOST  OF  THESE 
COUNTRIES  WITH  THE  NOTABLE  EXCEPTION  OF  THE  FORMER  YUGOSLAVIA, 
DECISIONS  OVER  THE  FUTURE  COURSE  OF  THE  COUNTRY  HAVE  BEEN  ARRIVED 
AT  WITHIN  THE  GOVERNING  STRUCTURES,  AND  NOT  VIOLENTLY  IN  THE 
STREETS.  FOR  MANY  THE  TRANSITION  TO  A  FREE  MARKET  ECONOMY 
CONTINUES  TO  SUFFER  PAINFUL  DELAYS. 


Commission  Delegations 

THE  COMMISSION'S  CHAIRMAN  SENATOR  DECONCINI,  JOINED  BY 
COMMISSIONER  REP.  BILL  RICHARDSON,  LED  A  DELEGATION  THROUGH  THE 
EMBATTLED  BALKAN  REGION  IN  APRIL  TO  ASSESS  THE  IMPACT  OF  BOSNIA- 
HERZEGOVINA'S  DESTRUCTION  ON  NEIGHBORING  COUNTRIES  AND  UN  EFFORTS 
TO  PUNISH  SERBIAN  AGGRESSION.  MACEDONIA,  THE  DELEGATION'S  FIRST 
STOP  IN  THE  FORMER  YUGOSLAVIA,  HAS  BEEN  DEVASTATED  BY  THE  CONFLICT 
RAGING  IN  BOSNIA  AS  THOUSANDS  OF  REFUGEES  FROM  THE  WAR  HAVE  POURED 
ACROSS  ITS  BORDER. 

THIS  CRISIS,  AS  WELL  AS  MACEDONIA'S  ENFORCEMENT  OF  UN 
SANCTIONS  AGAINST  SERBIA/MONTENEGRO  AND  THE  HUMAN  RIGHTS  SITUATION 
IN  THE  COUNTRY,  WERE  THE  MAIN  TOPICS  OF  DISCUSSION  DURING  MEETINGS 
WITH  PRESIDENT  GLIGOROV  AND  REPRESENTATIVES  OF  THE  CSCE  AND  UN  IN 
THE  REGION.  CHAIRMAN  DECONCINI  NEXT  VISITED  KOSOVO,  WHERE  AN 
ALBANIAN  MAJORITY  POPULATION  HAS  SUFFERED  SEVERE  REPRESSION  AT  THE 
HANDS  OF  SERBIAN  AUTHORITIES.  THE  DELEGATION  WAS  INFORMED  ABOUT 
AND  WITNESSED  THE  WORSENING  HUMAN  RIGHTS  SITUATION. 

IN  MEETINGS  WITH  ROMANIAN  OFFICIALS  THE  CHAIRMAN  INDICATED 
CONCERN  ABOUT  PARLIAMENTARY  OPENNESS  AND  ACCOUNTABILITY, 
GOVERNMENT- INITIATED  BILLS  THAT  THREATEN  INDIVIDUAL  LIBERTY,  AND 
THE  NEED  FOR  EFFECTIVE  PARLIAMENTARY  OVERSIGHT  OF  SECURITY  FORCES. 


Working  with   the  Public 

THE  COMMISSION  EXPANDED  ITS  PRACTICE  OF  BRINGING  TOGETHER 
MEMBERS  OF  CONGRESS,  CONGRESSIONAL  AND  COMMITTEE  STAFF  WITH 
SPEAKERS  FROM  GOVERNMENT,  UNIVERSITIES,  NON- GOVERNMENTAL 
ORGANIZATIONS  AND  RESEARCH  INSTITUTES  AS  WELL  AS  POLITICAL  AND 
HUMAN  RIGHTS  ACTIVISTS  FROM  THE  INDEPENDENT  STATES  OF  THE  FORMER 
SOVIET  UNION,  CENTRAL  AND  EASTERN  EUROPE  AS  WELL  AS  OTHER  EUROPEAN 
STATES  TO  DISCUSS  EVENTS  IN  EUROPE  GENERALLY  AND  HUMAN  RIGHTS 
SPECIFICALLY. 

THE  COMMISSION  SPONSORED  NUMEROUS  PUBLIC  BRIEFINGS  ON  A  WIDE 
RANGE  OF  SUBJECTS  INCLUDING  SEVERAL  ON  RUSSIA  AND  ITS  ELECTIONS, 
GEORGIA,  AZERBAIJAN,  NAGORNO-KARABAKH,  THE  KURDS,  HUMAN  RIGHTS  IN 
TURKEY  AND  WELL  AS  SEVERAL  ON  THE  ON -GOING  BRUTAL  WAR  IN  BOSNIA- 
HERZEGOVINA. 

COMMISSION  STAFF  STEPPED  UP  ITS  PRACTICE  OF  BRIEFING  OTHER 
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DELEGATIONS  TRAVELING  TO  CSCE  COUNTRIES  AND  OF  PROVIDING  BRIEFING 
PACKETS  AND  HUMAN  RIGHTS  DOCUMENTATION  TO  BOTH  PRIVATE  AND  OFFICIAL 
DELEGATIONS  VISITING  MEMBER  STATES  OF  THE  CSCE.  IT  ALSO  REGULARLY 
PROVIDED  BRIEF  SUMMARIES  FOR  MEMBERS  OF  CONGRESS  AND  STAFF  ON 
DEVELOPMENTS  WITHIN  THE  CSCE  COMMUNITY. 


CONCLUSION 


THE  COMMISSION  EXPECTS  TO  CARRY  ON  WITH  ITS  AMBITIOUS  AGENDA 
OVER  THE  NEXT  YEAR.  WITH  INSTITUTIONALIZATION  THE  NUMBER  OF  CSCE 
MEETINGS  HAS  INCREASED  ALMOST  FIVE- FOLD.  THE  COMMISSION  VIEWS 
THESE  MEETINGS  AS  CRITICAL  TO  STRESSING  TO  ALL  MEMBER  STATES  THE 
FUNDAMENTAL  ROLE  OF  HUMAN  RIGHTS  IN  PRESERVING  --  OR  DESTROYING  -- 
PEACE  AND  STABILITY. 

CLEARLY  THE  END  OF  THE  COLD  WAR  DOES  NOT  MEAN  THAT  DEMOCRACY 
IS  USHERED  IN  WITHOUT  DIFFICULTY.  WHAT  IT  DOES  MEAN  HOWEVER  IS 
THAT  THE  CSCE  COMMUNITY  NOW  RECOGNIZES  DEMOCRATIC  NORMS  AS 
UNIVERSALLY  APPLICABLE .  CLOSELY  MONITORING  IMPLEMENTATION  OF  THOSE 
AGREED-UPON  NORMS  BY  THE  CSCE  STATES  IS  THE  MANDATE  OF  THE 
COMMISSION  FOR  THE  NEXT  COUPLE  OF  YEARS.  IT  IS  ONE  WHICH  THE 
COMMISSION  AND  ITS  STAFF  ARE  COMMITTED  TO  CARRYING  OUT. 
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Samuel  G.  Wise,  Staff  Director 

Mary  Sue  Hafner,  Deputy  Staff  Director  &  General  Counsel 

Jane  S.  Fisher,  Deputy  Staff  Director 

R.  Spencer  Oliver,  Consultant 

David  Evans,  Senior  Advisor 

Mike  Amitay,  Staff  Assistant 

Brenda  G.  Collier,  Receptionist 

Orest  Deychakiwsky,  Staff  Assistant 

Jack  Elliott,  Staff  Assistant 

John  Finerty,  Staff  Assistant 

Robert  Hand,  Staff  Assistant 

Heather  Hurlburt,  Staff  Assistant 

Ronald  McNamara,  Staff  Assistant 

Jeanne  McNaughton,  Staff  Assistant 

Thomas  Murphy,  Printing  Clerk 

Michael  Ochs,  Staff  Assistant 

James  Ridge,  Press  Secretary 

Erika  Schlager,  Staff  Assistant 

Vinca  Showalter,  Staff  Assistant 

Corinne  Zaccagnini,  Administrative  Assistant 


171 


Appendix  "B" 

Summary  of  CSCE  Organizational  Structure 

The  Conference  on  Security  and  Cooperation  in  Europe  (CSCE)  started,  not  as  an  international 
organization,  but  as  a  diplomatic  process  consisting  of  an  initial  summit  in  Helsinki  in  1975,  and 
periodic  follow-up  meetings  (Belgrade- 1978,  Madrid-1980-83,  and  Vienna  1986-89)  and  short 
intercessional  meetings  in  between.  There  was  no  set  location  for  the  CSCE,  nor  a  permanent  body 
to  organize  its  activities.  Since  a  second  summit  of  the  CSCE  in  Paris  in  1990,  however,  the  CSCE 
process  has  become  institutionalized  and  regularized,  and  mechanisms  have  been  either  created  or 
further  developed  so  that  CSCE  can  better  respond  to  the  challenges  of  post-cold  war  Europe. 
While  linkages  and  relationships  have  not  always  been  fully  clarified,  generally  speaking  the 
regularly  scheduled  meetings  are  the  broadest  decision-making  bodies,  empowered  to  undertake 
commitments  in  a  wide  range  of  CSCE  fields  and  to  schedule  other  meetings  as  so  desired.  Other 
meetings  must  be  mandated  by  a  regularly  scheduled  meeting.  They  can  sometimes  take  decisions 
but  will  not  generally  do  so  and,  even  then,  will  focus  only  on  specific  CSCE  fields.  The  institutions 
are  designed  to  assist  the  regular  and  other  meetings  as  appropriate  in  addition  to  carrying  out 
assigned  activities  on  a  day-to-day  basis.  The  Parliamentary  Assembly  meets  annually.  Mechanisms 
are  designed  to  respond  to  emergency  situations  or  to  situations  not  conducive  to  immediate 
consensus  decision-making.  CSCE  Missions,  as  Mechanisms,  are  designed  to  gather  information 
for  the  CSCE,  as  well  as  to  express  CSCE's  concerns  and  facilitate  stability  in  crisis  regions. 


Regular  Meetings 


Other  Meetings 


csce  summit  of  heads  of 
State  or  Government 

on  the  occasion  of 
Review  Conferences 

(held  every  two  years, 

beginning  with  Helsinki 

in  1992  and  Budapest  in  1994) 

Council  of  Ministers 
for  Foreign  Affairs 
(held  at  least  once  annually, 
beginning  with  Berlin  in 
1991,  Prague  in  1992, 
Stockliolm  in  1993  and  Rome 
in  1994) 

Committee  of 

Senior  Officials  (CSO) 

(held  at  least  every  three 

months,  or  by  emergency  mechanism) 


Parliamentary  Assembly 

(Secretariat  in  Copenhagen;  meets 
every  year  in  July, 
beginning  with  Budapest 
in  1992,  Helsinki  in  1993 
and  Vienna  in  1994) 

Economic  Forum 

(meets  periodically,  beginning  in 
Prague  in  1993  and  Bisfikek  in 
1994,  as  arranged  by  the 
Committee  of  Senior  Officials) 

Forum  on  Security  Institutions 
and  Cooperation  (FSC) 
(meets  in  Vienna  on  an  on-going  basis, 
beginning  September  1992) 


Permanent  Committee 

(meets  in  Vienna  on  an  on-going  basis) 
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Mechanisms 


Other  Activities 


Human  Dimension  Mechanism 
(coordinated  through  the  ODIHR; 
provides  for  information  exchange, 
mediation  and  fact-finding 
missions;  can  be  activated 
by  less  than  full  consensus) 

Dispute  Settlement 
Mechanisms 

(coordinated  through  CPC;  provides 
for  a  range  of  activities  from 
voluntary  conciliation  to  legally 
binding  arbitration;  includes  a  not- 
yet  in  force  treaty  on  arbitration 
and  conciliation) 

Unusual  Military  Activities 

(coordinated  through  the  CPC; 
provides  for  information  exchange, 
bilateral  and  multilateral  meetings; 
can  be  activated  by  one  state) 

Emergency  Meeting 

Mechanism 

(of  the  CSO;  can  be  activated 

by  12  or  more  states) 

Council/CSO  Missions 

(requires  full  consensus;  provides 
for  short-term  Rapporteur  Missions, 
Missions  of  Long-Duration  and 
Sanctions  Assistance  Missions, 
occasionally  in  cooperation  with 
other  European  institutions) 


Subsidiary  Meetings 

(such  as  Experts  Meetings  and 
Seminars,  as  mandated  by  Review 
Conferences  or  summits) 

Meetings  of  Other 
Ministers 

(as  agreed) 

Institutions 

Secretary  General  of  the  CSCE 

Vienna 

CSCE  Secretariat 
Prague 

Conflict  Prevention 
Center  (CPC) 

Vienna 

Office  of  Democratic 
Human  Rights  (ODIHR) 

Warsaw 
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Appendix  "C 
Contacting  CSCE  Institutions 

CSCE  Secretariat 

Thunovska  Street  12 
Prague  1,  Mala  Strana 
11000  Czech  Republic 

tel:   42-2-311-9793  (or  9794) 

Director:   Nils  Eliasson  (Sweden) 

Finances  and  Administration:   Markku  Tivera  (Finland) 

Meeting  Organization:   Robert  Gernay  (Belgium) 

Documents  and  Information:   Claude  Altermatt  (Switzerland) 

Office  of  Democratic  Institutions 
and  Human  Rights 

36  Krucza  Street 

Wspolna  6 

00-522  Warsaw,  Poland 

tel:   48-2-625-7040 
fax:   48-2-625-4357 

Director:   Luchino  Cortese  (Italy) 
Officer:   Jack  Zetkulic  (United  States) 

Conflict  Prevention  Center 

Herrengasse  6-8,  3rd  floor 
A- 1010  Vienna,  Austria 

tel:   43-1-533-2760 
fax:   43-1-532-8J28 

Director:   Bent  Rosenthal  (Denmark) 

Officer:   Giovani  Miceli  (Malta) 

Officer:   Javier  Collar  (Spain) 

CSCE  Parliamentary  Assembly 

1  Radhusstraede 
1466  Copenhagen  K,  Denmark 

tel:   45-33-32-9400 
Director:   R.  Spencer  Oliver 
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Appendix  "D" 
The  Participating  States 
The  CSCE  States,  in  seating  order  (i.e.  French  alphabetical  order),  are: 


Albania1 

Croatia2 

Kazakhstan6 

Romania 

Germany3 

Denmark3 

Kyrgyzstan6 

Russia4 

United  States5 

Spain3 

Latvia7 

San  Marino 

Armenia6 

Estonia7 

Liechtenstein 

Holy  See 

Austria 

Finland 

Lithuania7 

The  Slovak  Republic 

Azerbaijan6 

France3 

Luxembourg3 

Slovenia2 

Byelarus6 

United  Kingdom3 

Malta 

Sweden 

Belgium3 

Georgia8 

Moldova6 

Switzerland 

Bosnia- 

Greece3 

Monaco 

Tajikistan6 

Herzegovina9 

Hungary 

Norway5 

The  Czech  Republic 

Bulgaria 

Ireland10 

Uzbekistan6 

Turkey5 

Canada5 

Iceland5 

Netherlands3 

Turkmenistan6 

Cyprus 

Italy3 

Poland 

Ukraine6 

Portugal3 

Yugoslavia11 

1  Invited  but  refused  to  participate  in  1973.  Observer  as  of  June  1990.  Full  member  since  June  1991. 
Observer  as  of  January  1992.   Full  member  since  March  1992. 
Member  of  both  NATO  and  the  European  Community. 

4  Succeeded  Soviet  Union  as  full  member,  January  1992. 

5  Member  of  NATO. 

Full  member  since  January  1992. 
Full  member  since  September  1991. 
Full  member  since  March  1992. 


10 


Full  member  since  April  1992. 
Member  of  the  European  Community. 


u 


Yugoslavia,  consisting  of  Serbia  and  Montenegro,  has  been  suspended  from  the  CSCE. 
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Appendix  "E" 

LIST  OF  CSCE  MEETINGS 

1993  -  1994 

1993 

Heads  of  Delegation  of 
the  Parliamentary  Assembly 

Copenhagen 

15  January 

Economic  Forum 

Prague 

16  March  - 
18  March 

Seminar  for  Defense  Planning 

Vienna 

31  March  - 
2  April 

Human  Dimension 
Seminar  on  Migration 

Warsaw 

20  April  - 
23  April 

Seminar  on  Code  of  Conduct 
Governing  Mutual  Relations  in 
Field  of  Security 

Vienna 
the 

6  May  - 

7  May 

Mediterranean  Seminar 

Valletta 

17  May 
21  May 

Human  Dimension 
Seminar  on  Case  Studies 
on  National  Minority 
Issues:  Positive  Results 

Warsaw 

24  May  - 
28  May 

Seminar  on  Peacekeeping 

Vienna 

7  June  - 
9  June 

Parliamentary  Assembly 

Helsinki 

6  July  - 
9  July 

Seminar  of  Experts  on 
Sustainable  Development  of 
Boreal  and  Temperate  Forests 

Montreal 

27  September 
6  October 

Human  Dimension 
Implementation  Meeting 

Warsaw 

27  September 
18  October 
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1993-94  CSCE  Meetings  Cont. 


Human  Dimension 
Seminar  on  Free  Media 

Warsaw 

1994 

2  November 
5  November 

Seminar  on  Early  Warning 

Warsaw 

17  January  - 
19  January 

Regional  Human 
Dimension  Seminar 

Almaty,  Kazakhstan 

22  February  - 
25  February 

Regional  Seminar: 
Economic  Forum  Follow-Up 

Bishkek, 

February 

Committee  of  Senior 
Officials 

Prague 

2  March  - 
4  March 

CSCE  Economic  Forum 

Prague 

15  March  - 
17  March 

CSMB  Implementation 

Vienna 

May 

Assessment  Meeting 


Regional  Seminars  on 
CSCE  Implementation 


Ashgabad,  Turkmenistan  Spring/ 
Tashkent,  Uzbekistan        Summer 


Committee  of  Senior 
Officials 


Prague 


June 


Parliamentary  Assembly 

Vienna 

5  July  - 
9  July 

Human  Dimension  Review 
Conference 

Budapest 

10  October  - 
2  December 

CSCE  Summit 

Budapest 

December 

CSCE  Human  Dimension  Seminars* 

-Migrant  Workers 
-Local  Democracy 
-Roma  Minority 

Warsaw 
Warsaw 
Warsaw 

*(To  be  held  prior  to  Budapest  Review  Confernce.   Dates  to  be  announced) 
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Appendix  "F" 
Commission  Achievements:    1993 

HEARINGS  AND  BRIEFINGS: 

The  Former  Yugoslavia: 

The  Humanitarian  Crisis,      1/25 

Crisis  in  Bosnia-Herzegovina,     2/4 

War  Crimes  in  the  Former  Yugoslavia,     2/22 

Policy  Options,  the  European  Perspective,   2/25 

Prospects  for  a  War  Crimes  Tribunal,   4/21 

Potential  for  a  Spillover  of  the  Conflict  in  the  Balkans,  7/21 

The  Fate  of  the  People  of  the  former  Yugoslavia,    10/21 

The  Former  Soviet  Union: 


Ethnic  Violence  in  Trans-Caucasia,   3/8 

Countries  of  Central  Asia:  Problems  in  Transition  to  Independence,   3/25 

Georgia  and  Implications  for  U.S.  Policy,    10/25 

Yeltsin  and  Democratization,    10/27 

The  Current  Status  and  Future  Prospects  of  Democracy  in  Russia,    11/8 

VS.  Human  Rights  Policy: 

Joint  Hearing  on  U.S.  Human  Rights  Policy  with  House  Subcommittee  on  International  Organizations,  6/93 

CSCME: 
Prospects  for  Collective  Security  in  the  Middle  East,    10/14 


PUBLICATIONS: 

Human  Rights  and  Democratization  in  The  Newly  Independent  States  of  the  Former  Soviet  Union 

Human  Rights  and  Democratization  in  Croatia 
Human  Rights  and  Democratization  in  Bulgaria 
Human  Rights  and  Democratization  in  Estonia 
Human  Rights  and  Democratization  in  Unified  Germany 
Human  Rights  and  Democratization  in  Latvia 
Human  Rights  and  Democratization  in  Slovakia 


Migrant  Farmworkers  in  the  United  States:   Compilation  of  five  public  briefings  on  : 
The  Status  of  Farmworkers;   Health  and  Safety  Issues;   Children  of  Farmworkers;  Women's  Issues;  and 
Possible  Solutions.   5/93 
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PUBLICATIONS: 

Turkey: 

The  Kurds  of  Turkey,  Iraq  and  Iran 
Human  Rights  Update 


CSCE  Institutions: 
Sandzak  and  the  CSCE 

CSCE*s  High  Commissioner  on  National  Minorities 
Update  On  Peaceful  Settlements  of  Disputes  in  the  CSCE  Process 

CSCE  Meetings: 

The  Tolerance  Seminar,  1/93 

Human  Dimension  Seminar  on  National  Minorities,  5/93 

The  Implementation  Meeting  on  Human  Dimension  Issues,  10/93 

Romania  and  MFN:  An  Update 

Report  of  the  U.S.  Delegation  to  the  2nd  Parliamentary  Assembly,   7/93 

Complete  Compilation  of  Public  Statements  Of  Co-Chairs  on  Yugoslavia 

ELECTION  MONITORING1: 

Russia: 
The  Yeltsin  Referendum,  4/25 
Parliamentary  Elections,  12/12 

Latvia: 
Parliamentary  Ejections,  6/25 


All  monitoring  activities  were  pot  into  report  forms. 
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EMERGING  CHALLENGES 

Mr.  Smith.  When  you  add  all  of  these  countries  that  have  been 
split  off  that  were  the  former  Soviet  Union,  what  did  you  say,  up 
to  53 

Mr.  Hoyer.  Fifty-three  now,  Mr.  Chairman. 

Mr.  Smith.  How  do  you  arrange  your  workload?  How  do  you  shift 
your  workload?  What  is  it  that  you  shift? 

Mr.  Hoyer.  Well,  we  had  an  intense  casework  burden  during  the 
Soviet  Union's  existence  where  we  were  dealing  with  literally  over 
1,000  individual  cases  on  migration  and  other  human  rights  issues 
under  the  Helsinki  Final  Act. 

Now,  there  are  still  substantial  numbers  of  cases  that  exist,  par- 
ticularly in  the  southern  rim  of  the  former  Soviet  Union,  which  are 
very  anonymous  to  the  West,  because  there  hasn't  been  a  lot  of  vis- 
itation, but  in  which  now  we  know  some  of  the  most  egregious 
human  rights  violations  are  occurring.  However,  because  of  the 
lack  of  sophistication  of  the  on-site  persons,  what  we  are  trying  to 
do  is  shift  our  focus. 

Mr.  Smith.  More  like  class  actions,  you  mean? 

Mr.  Hoyer.  Yes.  In  terms  of  focusing  on  the  Central  Asian 
states — Uzbekistan,  Tajikistan  and  others  which  have  had  very 
substantial  human  rights  abuses  occurring — we  have  tried  to  shift 
our  focus  to  those  areas. 

In  addition,  Helsinki  Conference  has  expanded.  It  is  a  continuing 
forum  for  the  discussion  of  implementing  Helsinki  Final  Act  objec- 
tives, but  also,  it  is  a  teaching  forum  now  for  the  emerging  democ- 
racies who  have  essentially  been  under  the  Soviet  Union,  but  who 
are  now  operating  in  the  international  community  themselves, 
interfacing  with  them  about  democracy,  about  human  rights  ob- 
servances, about  freedom  of  press  and  communication,  all  of  the 
things  that  we  take  for  granted  in  our  Helsinki  Final  Act  prin- 
ciples, but  which  the  newly  independent  states  have  had  little  ex- 
perience with. 

Mr.  Smith.  Now,  you  had  some  Kazakhstan  and  Kyrgystan. 

Mr.  Hoyer.  I  didn't  mention  Kyrgystan,  but  that  is,  of  course, 
one  of  the  places  where  we  have  some  concerns. 

[Clerk's  note. — Subsequent  to  the  hearing,  the  following  infor- 
mation was  provided:] 

Kyrgystan  is  generally  viewed  as  the  most  democratic  and  progressive  of  the 
Newly  Independent  States  in  post-Soviet  Central  Asia. 

Mr.  Smith.  Is  that  right? 

Mr.  Hoyer.  Yes. 

Mr.  Smith.  It  is  very  difficult  to  get  there,  isn't  it? 

Mr.  Hoyer.  The  fact  of  the  matter  is,  one  reason  the  abuses  are 
egregious  is  that  they  have  not  had  much  interface  with  the  West. 
They  were  fairly,  for  us,  a  Codel,  rarely  did  anybody  go  to  the 
southern  republics.  If  you  were  going  to  Moscow,  you  may  have 
gone  to  the  west  into  Siberia,  you  may  have  gone  to  the  Ukraine 
or  the  Baltic  States. 

Mr.  Smith.  Well,  that  kind  of  surprises  me,  and  the  reason  is 
that  we  were  there,  and  I  thought  that  the  State  Department  per- 
sonnel   who — on    every    level,    they    were    of   the    opinion    that 
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Kurdistan  was  making  more  progress  toward  democratic  principles 
than  other  countries. 

Mr.  Hoyer.  It  depends  upon  who  you  relate  it  to.  Uzbekistan  and 
Tajikistan  probably  we  would  judge,  if  not  the  worst,  but  certainly 
just  about  the  worst. 

The  fact  is  that  there  are  gradations,  obviously.  But  the  fact  also 
remains  that  in  the  southern  area,  the  newly  independent  states 
have  had  the  worst  record  of  opening  up,  of  democratizing,  develop- 
ing a  free-market  economy  growth  and  observing  human  rights. 
And  as  a  result,  we  have  already  started  focusing  on  that. 

We  still  have  the  same  staff,  and  it  is  not  that  we  are  not  focus- 
ing on  Russia.  Russia,  though,  is  making  significant  progress,  not- 
withstanding the  most  recent  parliamentary  elections.  We  heard 
Ambassador  Pickering  yesterday  tell  us  that  he  thought  more 
progress  was  being  made  than  sometimes  was  being  afforded  and 
that  they  were  staying  the  course  under  Yeltsin's  leadership.  But 
they  have  historically  been  much  more  open  to  the  West,  obviously 
for  other  reasons. 

Also  we  continue  to  focus  heavily  on  Yugoslavia,  Moldova,  and 
the  Caucasus.  Kosovo  continues  to  be  a  major  problem,  of  which  we 
are  concerned  with  90  percent  ethnically  Albanian,  but  almost  to- 
tally without  any  kinds  of  freedoms  and  controlled  by  the  minority 
Serbian  population. 

In  Macedonia,  as  I  pointed  out,  we  now  have  300  troops  there. 
We  are  very  concerned  about  a  spillover  from  the  war  in  Bosnia. 

So  there  are  some  very  complicated  problems.  And  refugee  prob- 
lems, of  course,  are  also  a  major  concern  because  one  of  the  respon- 
sibilities of  the  Helsinki  Commission  is  to  oversee  minority  rights — 
indigenous  populations  that  are  minority  populations  within  coun- 
tries. 

Obviously,  you  have  refugees  going  into  Austria,  Hungary,  Ger- 
many, and  other  Helsinki  signatory  states.  We  are  seeing  growing 
problems — in  Germany,  substantial  problems  with  reference  to  the 
Turkish  minority,  in  Turkey,  very  substantial  problems  with  re- 
spect to  the  Kurdish  minority. 

So  we  continue  to  have  a  very  heavy  workload. 

COMMISSION  FUNDS 

Mr.  Smith.  How  much  does  this  $1  million  leverage? 

Mr.  Hoyer.  Well,  it  doesn't  leverage  any  more  if  you  are  talking 
about  additional  dollars  that  we  get,  except  to  this  extent. 

Mr.  Smith.  No,  I  didn't  mean  that,  I  mean  worldwide.  I  mean, 
others  are  putting  other  resources  in.  What  percentage  of  the  total 
resources  for  this  effort  does  this  $1  million  represent? 

Mr.  Hoyer.  The  United  States  is  unique  in  having  a  joint  legisla- 
tive executive  body  like  the  Helsinki  Commission  to  oversee  the  im- 
plementation of  Final  Act.  For  the  most  part,  this  is  done  by  execu- 
tive departments,  and  frankly,  we  think  not  as  effectively.  As  we 
know — you  know  better  than  anybody,  the  State  Department,  in 
dealing  with  other  countries,  deals  with  them  in  a  much  more  dip- 
lomatic fashion.  And  although  the  report  that  the  State  Depart- 
ment issues  on  human  rights  abuses  is  an  excellent  one,  our  expe- 
rience is,  they  tend  to  be  less  confrontational  than  we  can  be  as 
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sort  of  an  independent  body  that  is  not  responsible  for  dealing  with 
them  on  a  day-to-day  basis  in  terms  of  overall  relations. 

But  there  is  no  other  body,  in  the  world  similar  to  ours. 

Mr.  Smith.  But  other  countries  are  involved? 

Mr.  Hoyer.  Oh,  yes.  All  the  signatory  states  are  involved. 

Mr.  Smith.  Somehow  I  vaguely  remember  a  9  percent  from  some 
place. 

Mr.  Hoyer.  I  see  what  you  are  saying.  None  of  this  money  goes 
to  U.S.  contributions,  our  payments  to  the  CSCE — this  is  just  ad- 
ministrative costs  of  running  the  Commission.  Our  contributions 
are  made  through  the  State  Department's  budget  to  the  CSCE. 
Those  monies  come  from  the  State  Department. 

Mr.  Smith.  Not  out  of  this  $1  million? 

Mr.  Hoyer.  No,  sir.  This  is  simply  administrative  costs. 

Mr.  Smith.  Okay.  Mr.  Mollohan? 

EMERGING  DEMOCRACIES  AND  NEWLY  INDEPENDENT  STATES 

Mr.  Mollohan.  Thank  you,  Mr.  Chairman. 

You  talked  about  your  role  changing  a  bit  from  what  it  has  been 
in  the  past.  You  mentioned  you  are  doing  significantly  more  edu- 
cation and  sensitizing  to  democratic  principles.  Would  you  talk  a 
little  bit  about  that? 

Mr.  Hoyer.  Yes.  Obviously  the  difference  is  when  the  East- West 
blocs  existed,  most  of  our  interface  was  for  obvious  reasons,  first 
of  all,  with  our  allies  in  terms  of  unified  positions  vis-a-vis  the  So- 
viet Union,  and  then  for  the  most  part,  direct  dealings  with  the 
leaders  of  the  Soviet  Union  as  opposed  to  interface  with  the  govern- 
mental leaders  of  the  republics. 

As  the  1980s  went  on,  I  became  Co-Chairman  in  1985,  for  the 
first  two  or  three  years  it  was  pretty  much  confrontational,  this  is 
none  of  your  business,  get  out  of  our  face,  we  don't  want  to  discuss 
this.  That  eroded  relatively  quickly  and  there  became  a  much  more 
open  posture  of  the  Soviet  Union,  and  so  we  started  discussing 
more  issues  in  a  real  two-way  conversation. 

Then  as  we  entered  the  1990s  and  the  Soviet  Union  fell  apart, 
and  the  republics  emerged,  we  undertook  a  broader  representa- 
tional effort  in  that  we  dealt,  for  instance,  with  each  of  the  emerg- 
ing republics  that  became  independent  members  of  the  CSCE,  and 
of  the  United  Nations.  So  we  started  dealing  with  their  govern- 
ments and  their  representatives,  as  well  as  some  NGO  groups 
within  some  of  these  emerging  States. 

Obviously,  in  the  1990s — late  1980s  and  1990s,  we  had  an  accel- 
erated relationship  with  Estonia,  Latvia  and  Lithuania,  as  they 
tried  to  get  from  without  the  Soviet  Union  influence. 

Third,  a  very  heightened  relationship,  both  with  those  who  were 
applicants  for  CSCE  membership,  the  emerging  nations  of  the 
former  Yugoslavia,  for  instance,  and  then  because  we  have  now  cre- 
ated in  the  last  three  years  more  refugees  than  at  any  time  since 
the  1940s  in  Europe,  as  a  result  of  Yugoslavia,  very  substantial  dis- 
cussions with  the  Austrians,  the  Hungarians,  the  Germans  and 
other  nations  who  are  absorbing  great  numbers  of  refugees,  in 
terms  of  treatment  of  refugees  and  their  status  in  the  society. 

We  have  had  some  real  friction  with  some  of  our  allies  because 
in  both  Germany  and  Turkey — with  respect  to  the  Turkish  minor- 
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ity,  interestingly  enough,  in  Germany  and  the  Kurdish  minority  in 
Turkey — there  has  been  real  conflict  in  terms  of  their  rights. 

We  recognize  in  Turkey,  of  course,  that  the  PKK  is  in  fact  a  ter- 
rorist group  and  does  pose  a  threat  to  the  Turkish  Government  and 
to  democracy  in  that  country;  but  on  the  other  hand,  there  are  an 
awful  lot  of  Kurds  who  are  not  involved  in  the  PKK  terrorist  activi- 
ties. And  we  discuss  with  Turkish  officials  the  mistreatment  of 
prisoners  in  the  penal  institutions. 

In  addition,  Alan,  we  do  not  just  focus  externally.  For  instance, 
Senator  DeConcini,  in  particular,  has  been  leading  a  very — with 
our  staff — close  look  at  the  treatment  of  migrant  workers  in  the 
United  States.  Our  posture  is  not  simply  that  we  have  responsibil- 
ity to  oversee  the  performance  of  others,  we  also  have  the  respon- 
sibility to  oversee  the  performance  of  ourselves.  And  we  have  put 
out  reports  on  U.S.  performance. 

Mr.  MOLLOHAN.  So  when  you  talk  about  your  role  changing  as 
these  nations  become  increasingly  independent,  you  are  talking 
about  your  role  from  a  human  rights  perspective,  as  opposed  to, 
say,  the  mission  of  the  National  Endowment  for  Democracy,  which 
would  have  a  training  sort  of  mission  on  how  you  do  democracy. 

Mr.  Hoyer.  Yes.  We  don't  have  that  role;  that  is  correct.  As  you 
know,  the  Helsinki  Final  Act  has  three  baskets.  Essentially,  it 
deals  with  security,  economics  and  human  rights.  But  we  are  not 
exclusive. 

We  focus  on  the  human  rights  area  mainly  for  two  reasons.  First 
of  all,  historically,  the  executive  department  has  been  very  focused 
on  security,  both  in  bilateral  and  multilateral  relations,  as  they  re- 
late to  arms  control,  disarmament,  proliferation,  and  security  con- 
fidence-building measures.  However,  I  will  tell  you  that  the  meet- 
ing in  Stockholm  some  years  ago — I  think  1987-1988 — established 
for  the  first  time  the  Soviet  Union's  agreement  to  allow  on-site  in- 
spections in  terms  of  meeting  agreements,  which  was  translated 
into  arms  control  agreements  that  the  Reagan-Bush  administration 
subsequently  entered  into  and  was  the  basis  for.  So  we  have  been 
very  much  involved  in  security.  But  because  the  executive  was 
doing  so  much  of  it,  that  was  a  primary  responsibility. 

Economics — essentially  until  the  Iron  Curtain  fell,  although  eco- 
nomics was  Basket  2,  the  fact  of  the  matter  is,  there  was  not  much 
discussion  there,  because  you  were  worried  about,  first  of  all,  secu- 
rity, secondly,  human  rights. 

Now  that  we  have  a  different  context  in  which  we  are  dealing  as 
nations  with  these  countries,  there  is  a  greater  focus  on  economics 
and  we  are  doing  more  of  that.  But  essentially  our  mandate  re- 
mains the  same,  and  therefore,  our  performance  remains  the  same, 
to  oversee  the  continuing  implementation  and  observance  of  Hel- 
sinki Final  Act  principles  by  the  signatory  states. 

Now,  the  fact  that  they  have  gone  from  35  to  53  has  obviously 
made  our  job  a  little  more  complicated  and  heavy. 

ELECTION  AND  REFERENDA  MONITORING 

Mr.  MOLLOHAN.  That  must  strain  and  spread  your  resources. 

Mr.  Hoyer.  Yes,  and  very  frankly,  we  could  use  a  doubling  of  our 
resources  in  the  sense  that  we  could  get  staff  to  focus  on  these 
emerging  democracies.  As  a  practical  matter,  you  and  I  both  know, 
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your  subcommittee  is  very  stretched  with  domestic  law  enforce- 
ment needs  as  well  as  other  needs,  and  we  understand  that. 

We  have  monitored  every  significant  election — over  the  past 
three  to  four  years  in  the  former  Warsaw  Pact. 

Mr.  Mollohan.  Do  you  mean  by  sending  representatives? 

Mr.  Hoyer.  Yes.  And  that — Mr.  Chairman,  you  asked  about  le- 
verage. We  participated,  of  course,  with  many  of  the  European  na- 
tions, for  instance,  in  the  most  recent  elections  in  Russia  for  the 
new  parliament,  we  monitored  those  elections.  We  had  five  people 
go  over  there  for  about  two  weeks  and  participate  with  other  signa- 
tory states,  both  government  and  nongovernment  organizations 
that  helped  monitor  the  election. 

Our  conclusion  was,  in  fact,  that  despite  a  number  of  problems 
and  irregularities,  voters  were  able  to  express  their  political  will 
freely  and  fairly.  We  didn't  like  the  results  in  some  respects,  but 
that  is  true  here  sometimes.  But  we  have  had  people  on  our  staff 
participating  in  elections,  some  of  which  are  better  than  others, 
some  of  which  allow  more  access  than  others,  some  of  which  allow 
opposing  parties  greater  abilities. 

You  will  be  interested  to  know  this,  Ms.  Hafner,  who  is  our  Dep- 
uty Director  and  Counsel,  points  out  that  in  some  of  the  republics' 
elections  we  were  the  only  governmental  group  there. 

[Clerk's  note. — Subsequent  to  the  hearing,  the  following  infor- 
mation was  provided:] 

This  was  the  case  in  the  referendum  on  independence  and  presidential  elections 
in  Uzbekistan  in  December  1991. 

Mr.  Mollohan.  If  you  were  out  there  in  the  streets  at  the  polling 
places,  you  had  to  feel  pretty  lonely. 

Mr.  Hoyer.  Yes.  Of  course,  those  efforts  are  critical.  The  central 
theme  of  Helsinki  is,  if  we  all  are  watching  one  another,  we  will 
be  better  off  as  an  international  community. 

ACCOUNTABILITY  FOR  HUMAN  RIGHTS  VIOLATIONS 

Mr.  Mollohan.  Let  me  ask  you  this:  It  has  to  be  pretty  discour- 
aging with  all  of  this  rampaging  nationalism  and  the  kind  of 
human  rights  abuses  that  flow  as  these  nations  do  emerge  and 
begin  to  define  themselves.  Looking  beyond  the  Bosnia  situation — 
beyond  the  fighting  and  the  war  to  a  period  of  sanctions,  do  these 
nations  that  are  perpetrating  these  kinds  of  gross  human  rights 
violations,  do  they — feel  any  possibility  that  they  might  be  subject 
to  trials? 

Are  we  going  to  see  any  of  that  from  the  international  commu- 
nity? Are  they  going  to  look  seriously  at  that  situation? 

Mr.  Hoyer.  The  answer,  of  course,  is,  first,  that  the  United  Na- 
tions has  a  process  ongoing  now  to  hold  accountable  perpetrators 
of  war  crimes  in  Yugoslavia,  in  particular,  and  they  are  investigat- 
ing, gathering  the  evidence.  There  are  obviously  practical  problems. 

Mr.  Mollohan.  That  is  the  most  obvious  situation,  but  all  of 
these  less  obvious  situations  you  have  described  are  also  going  on. 

Mr.  Hoyer.  You  asked  me,  am  I  pessimistic  or  optimistic.  We 
have  had  essentially  a  sea  change  over  the  last  15  years  in  that 
the  rhetoric  of  the  Helsinki  Final  Act,  that  rhetoric  was  in  many 
ways  included  in  the  Soviet  Union's  constitution  and  those  of  other 
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repressive  regimes  around  the  world.  Rhetoric,  but  they  didn't  be- 
lieve it,  and  it  wasn't  really  relevant  in  their  societies. 

I  am  optimistic  that  the  international  debate  now  is  essentially 
in  the  terms  of  the  expressions  in  our  Constitution  and  the  expres- 
sions of  other  international  documents  relating  to  human  rights 
and  democracy,  as  opposed  to — you  do  it  for  the  state  as  opposed 
to  the  state  doing  it  for  the  individual. 

I  think  the  rhetoric  now  is  on  our  side.  I  think  the  principles  are 
on  our  side. 

We  are  a  long  way  from  fully  implementing  those.  Some  would 
say  we  are  some  way  in  the  United  States  from  fully  realizing  it 
in  every  one  of  our  communities. 

Yugoslavia  is  a  perfect  example,  but  not,  as  you  point  out,  the 
only  one.  You  can  go  to  the  Far  East,  you  can  go  to  South  America, 
you  can  go  to  North  America  and  find  no  war  crimes  going  on,  but 
instances  where  culpability  needs  to  be  assessed  and  sanctions 
need  to  be  imposed. 

We  are  just  emerging  into  this  New  World  Order  where 
bipolarity  no  longer  exists,  where  it  is  not  just  "us"  and  "them"; 
where  the  issue  is  whether  the  international  community  can  live 
in  an  orderly,  peaceful — relatively  speaking — fashion,  and  hold  ac- 
countable international  lawbreakers. 

We  are  just  at  the  beginning  of  that  stage.  We  have  had  it  his- 
torically only  when  you  had  a  defeated  enemy  that  you  could,  in 
effect,  grab  hold  of,  take  into  custody,  try,  convict,  incarcerate.  And 
for  the  most  part,  rarely  were  you  able  to  reach  in. 

Now  we  have  an  instance  in  Libya  where  we  have  been  trying 
to  fight  to  get  two  alleged  terrorists  out  of  Libya,  hold  them  cul- 
pable. Negotiations  have  been  ongoing. 

But  I  think  that  is  one  of  the  challenges  we  have  as  an  inter- 
national community. 

Mr.  Mollohan.  I  think  if  we  could  get  to  that,  it  might  help. 

Thank  you,  Mr.  Chairman. 

Mr.  Smith.  Mr.  Skaggs. 

Mr.  Skaggs.  Thanks,  Mr.  Chairman. 

Good  morning,  Steny. 

Mr.  Hoyer.  Good  morning. 

SAM  BROWN  CONFIRMATION 

Mr.  Skaggs.  What  about  the  confirmation  of  Sam  Brown? 

Mr.  Hoyer.  I  will  look  to  Jane  Fisher,  who  is  also  Deputy  Direc- 
tor of  the  Helsinki  Administration  and  represents  Senator  DeCon- 
cini  on  the  Commission. 

Ms.  Fisher.  It  is  supposed  to  be  this  week,  but  I  am  not  so  sure. 

Mr.  Skaggs.  Staff  just  reported  that  Foreign  Relations  staff  said 
they  were  not  going  to  act  on  it  this  week,  so  I  assume  it  is  de- 
layed. 

Mr.  Hoyer.  It  is  a  real  shame.  Sam  Brown  came  into  my  office, 
we  had  an  opportunity  to  discuss  it  for  some  period  of  time.  I  was 
frankly  a  little  bit  skeptical 

Mr.  Skaggs.  Because  he  knew  me. 

Mr.  Hoyer.  It  wasn't  because  he  knew  you.  I  didn't  have  a  back- 
ground of  what  he  knew  about  the  Helsinki  Process.  However,  I 
want  you  to  know  that  Spencer  Oliver,  who  is  probably  as  knowl- 
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edgeable  a  person  about  the  Helsinki  Process  as  we  have  in  the 
United  States,  who  is  now  the  Director  of  the  CFCF  Parliamentary 
Assembly,  whose  office  is  in  Copenhagen,  has  known  Sam  Brown 
for  a  long  period  of  time  and  says  that  Sam  Brown  knows  a  lot 
about  this. 

I  have  talked  to  him.  I  think  that  is  evident.  I  think  he  is  going 
to  do  an  excellent  job.  I  would  hope  the  Senate  will  confirm  him 
quickly. 

FROST  TASK  FORCE 

Mr.  Skaggs.  I  hope  so,  too.  I  had  a  chance  last  July  to  take  a 
trip  with  Martin  Frost  and  the  task  force,  about  which  I  have  been 
largely  unaware  as  far  as  its  great  work  in  trying  to  help  particular 
parliaments.  Some  of  that  would  seem  to  have  at  least  an  implicit 
intermesh  with  the  activities  of  the  Commission. 

Mr.  Hoyer.  Some  of  it,  although  Martin's  task  force  is  really  fo- 
cused on  the  nuts  and  bolts  of  a  functioning  parliament,  you  know, 
computers  and  record-keeping  etc. 

Mr.  Skaggs.  I  am  not  trying  to  pin  you  down,  I  was  just  wonder- 
ing what  the  coordination  mechanisms  are,  if  any. 

Mr.  HOYER.  Not  a  great  deal  of  coordination,  other  than  as  a 
matter  of  fact,  when  that  task  force  was  formed,  Martin  came  to 
me  and  asked  me  whether  I  thought  this  would  be  duplicative  and 
in  any  way  redundant  in  terms  of  resource  allocation?  I  said  no,  be- 
cause effectively,  we  talk  more  about  what  a  democracy  does  in 
terms  of  treating  its  people. 

Martin,  as  you  know,  talks  more  about,  okay,  if  you  have  a  de- 
mocracy, how  do  you  run  it  from  a  mechanical  sense? 

Mr.  Skaggs.  We  get  mechanical.  We  delivered  a  converted  bas- 
ketball score  board  clock  to  the  speaker  of  the  Albanian  parliament 
so  that  he  could  keep  time  on  his  members. 

Mr.  Hoyer.  It  is  kind  of  funny,  but  we  take  these  technological 
advances  that  we  have,  which  have  grown  up,  of  course,  over  the 
last  60  years  in  terms  of  our  technical  changes,  for  granted.  And 
then  all  of  a  sudden,  is  this  new  democracy,  Albania  or  whatever 
it  might  be,  and  all  of  a  sudden  they  are  expected  to  be  a — because 
you  have  CNN  and  everybody  is  watching  them,  democracy  in 
place.  Well,  that  is  kind  of  hard  for  them. 

Martin's  job  really  is  to  say,  look,  these  are  some  of  the  very 
basic  things  that  we  take  for  granted  because  we  have  grown  up 
with  them — for  those  of  us  in  the  state  legislatures,  you  know,  for 
25  years  or  50  years.  But  they  hadn't.  And  they  need  that  kind  of 
advice  and  counsel,  as  nitty-gritty  as  it  may  seem. 

csce  influence  on  other  regions 

Mr.  Skaggs.  I  think  you  have  a  resolution  addressing  the  pros- 
pects for  something  like  CSCE  pertaining  to  the  Middle  East. 

Mr.  Hoyer.  Yes,  what  we  call  the  CSCME,  Conference  on  Secu- 
rity and  Cooperation  in  the  Middle  East. 

Mr.  Skaggs.  I  am  wondering  if  you  have  not — or  if  you  haven't, 
if  you  would — have  a  CSCEEA  for  East  Asia. 

Mr.  Hoyer.  Yes. 

Mr.  Skaggs.  I  was  taken,  in  a  recent  trip  over  there,  with  the 
potential,  especially  now  that  we  are  moving  forward  with  Viet- 
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nam — of  the  portent  of  arms  buildups  in  China,  the  Philippines 
and  Indonesia.  The  opportunity  would  seem  to  be  particularly  ripe 
to  get  in  a  little  bit  ahead  of  the  curve,  compared  to  where  we  are 
in  the  Middle  East. 

Mr.  Hoyer.  We  have  done  a  number  of  things  at  the  Helsinki 
Commission  to  say  to  other  regions  of  the  world,  we  believe  that 
the  Helsinki  Process  is  one  that  lends  itself  to  other  regions — be- 
cause you  have  to  do  things  by  consensus  in  the  beginning,  so  no- 
body feels  threatened,  small  countries  don't  feel  threatened  or  feel 
overwhelmed  by  large  countries;  or  five  small  countries  can't  over- 
whelm one  big  country 

You  know,  bedrock,  this  is  the  way  we  ought  to  act,  internally 
and  externally,  towards  one  another. 

We  have  examined  the  Middle  East  and  its  prospects  for  a 
CSCME.  Senator  DeConcini  in  particular  has  been  very  active  in 
Africa,  talking  about  a  CSCE  for  the  African  continent.  I  just  met 
with  the  newly,  democratically  elected  President  of  Honduras  and 
wrote  him  a  long  letter  describing  the  CSCE  and  its  possibilities 
for  the  Americas. 

CSCE  did  what  nobody  expected  it  to  do,  and  that  is  to  have  two 
diametrically  opposed  societies  come  together  and  ultimately  re- 
solve on  a  joint  understanding  of  principles. 

Now,  the  Soviets  clearly  signed  on  early,  thinking  these  are 
words  and  they  won't  matter.  But  they  found  out  the  words 
mattered,  because  you  had  these  forums  all  the  time.  Conservatives 
in  America  had  criticized  President  Ford  very  pointedly,  very 
harshly  for  signing  it,  as  a  sellout — a  recognition  of  de  facto  Com- 
munist borders,  selling  out  Poland,  Hungary,  Czechoslovakia,  et 
cetera. 

In  point  of  fact,  what  happened  was  because  there  was  a  regular 
mechanism  for  meeting  regularly  two,  three,  four  times  a  year,  and 
to  criticize  one  another's  performance,  words  took  on  an  unforeseen 
importance.  Ultimately,  the  citizens  of  the  Soviet  Union,  for  in- 
stance, said,  "Look,  you  said  this  in  Helsinki,  you  said  it  in  Prague, 
you  said  it  in  Bonn,  you  said  it  in  London,  wherever  you  said  it; 
why  don't  you  act  it?"  Ultimately,  that  had  tremendous  effect. 

I  think  it  had  the  same  effect  in  the  Middle  East;  I  think  it  had 
the  same  effect  in  the  Far  East  where,  of  course,  cultural  and 
human  rights  perceptions  are  far  different  than  ours,  but  where 
they  are  very  much  coming  towards  an  international  standard,  at 
least  rhetorically.  And  if  you  continue  to  meet  and  talk  about  it, 
it  becomes  reality. 

And  I  think  it  could  have  a  profound  effect  in  South  America,  as 
well,  particularly  as  we  now  see  almost  all  of  South  America  demo- 
cratic. 

So  I  appreciate  any  help  you  can  give  us. 

The  Israelis  and  the  Arabs  with  whom  I  talked  in  1990,  I  went 
with  Dick  Gephardt  over  there  at  the  Persian  Gulf  time,  and  we 
met  with  all  of  the  leaders  over  there;  and  I  brought  this  up  at 
every  turn,  and  they  all  said  it  was  too  early.  I  talked  to  the  Israeli 
ambassador  and  Arafat  when  the  accord  was  signed  here  at  the 
White  House,  and  they  are  all  now  saying,  now  that  the  bilateral 
talks  have  been  ongoing,  we  think  it  is  now  time  to  look  at  a  multi- 
lateral formulation  like  a  CSCE  for  the  Middle  East. 
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TREATMENT  OF  ETHNIC  MINORITIES  IN  RUSSIA 

Mr.  Skaggs.  I  just  had  one  other  question,  Steny. 

I  have  a  constituent  who  has  been  very  active  in  dealing  with  re- 
forms in  Europe,  the  old  Soviet  (primarily  Russian  now)  criminal 
justice  system,  as  well  as  Soviet  Jewry  problems.  We  sent  you  a  re- 
port that  he  did  on  the  crackdown  that  was  suffered  in  October  by, 
particularly,  non-Russians  living  in  the  Moscow  area,  a  lot  of  ex- 
pulsion and  so  forth. 

Have  you  or  staff  had  an  opportunity  to  bring  that  up? 

Mr.  Hoyer.  Does  anybody  kxiow  about  that? 

Mr.  Wise.  David  has  been  working  on  it. 

Mr.  Skaggs.  Have  we  made  representations  to  the  Russians  on 
any  of  this,  in  any  meetings  that  have  occurred  since  October? 

Ms.  Hafner.  We  have  done  letters  to  Russian  officials  regarding 
non-Russians.  Particularly,  there  have  been  some  major  problems 
with  some  from  Central  Asia. 

Mr.  Skaggs.  But  Jews  were  also  particularly  the  focus  of  that 
crackdown,  as  I  understand  it,  and  that  was  the  central  part  of  the 
report  which  I  passed  on  to  you  all. 

Mr.  Hoyer.  I  can't  tell  you  that  I  have  discussed  his  report  spe- 
cifically, but  I  met  with  a  number  of  Russian  officials  in  which  we 
have  discussed  sort  of  the  two-way  treatment.  Obviously,  Russians 
now  are  very  concerned  about  the  treatment  of  Russian  minorities 
in  former  republics  of  the  Soviet  Union,  now  independent  states. 
This  is  particularly  the  case  in  Estonia  where  there  is  a  very  large 
Russian  population,  Latvia  as  well.  Lithuania's  is  very  small. 

But  as  we  discuss  that,  we  then  turn  around  and  say,  "Yes,  that 
is  true  and  we  have  made  representations  to  the  Baltics  as  well  as 
to  other  states,  but  also  Russia,  it  is  necessary  for  you  to  treat  your 
minorities  appropriately  on  a  continuing  basis."  I  think  Yeltsin  is 
committed  to  that. 

There  is  a  lot  of — not  necessarily  follow-through.  We  see  the 
leaders  and  they  articulate  these  things,  but  their  infrastructure  is 
still  comprised  of  the  old  guard  who  don't  buy  on  necessarily  to  the 
new  world,  the  new  rhetoric.  So  it  is  very  important  for  us  to  con- 
tinue to  sort  of  back  away  so  that  the  leaders  will,  in  turn,  tell 
their  bureaucracies  that  this  is  our  policy  and  we  will  follow  it. 

But  I  will  check  out  that  report  specifically  and  get  back  to  you 
on  it. 

Mr.  Skaggs.  Thank  you,  Mr.  Chairman. 

Mr.  Smith.  Okay.  Thank  you. 

[The  following  questions  were  submitted  to  be  answered  for  the 
record:] 
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House  Appropriations  Subcommittee 

Commerce,  Justice,  State  &  Judiciary 

Committee  Questions 

Chairman  Neal  Smith 


FTE  and  Administrative  Reductions 

1.  At  last  year's  hearing  you  indicated  that  you  planned  to  match 
the  President' s  proposed  reductions  in  administrative  cuts.  What 
steps  is   the  Commission   taking  to  carry  out   those  reductions? 

A:  The  Commission  has  reduced  its  planned  administrative  costs  by 
4.6%  in  addition  to  lasts  year's  cut  of  3%.  These  measures  are  in 
line  with  President  Clinton's  request  of  an  overall  reduction  in 
administrative  spending  of  14%  over  4  years.  This  reduction  is 
reflected  in  the  travel,  communications,  professional  services, 
printing,  equipment,  and  supply  categories. 

2.  How  are  these  reductions  impacting  the  Commission' s  ability  to 
carry  out  its  mission,  particularly  in  light  of  the  expanded 
workload  made  apparent  in  your  prepared  statement? 

A:  At  the  present  time  Commission  staff  are  able  to  handle  the 
increased  workload  due  to  the  reduction  of  immigration  casework 
that,  until  the  fall  of  Communism,  required  a  great  deal  of 
attention  by  the  Commission  professional  staff.  Today  there  still 
remain  a  number  of  immigration  cases.  However,  the  reduced  number 
allows  the  staff  to  focus  their  attention  on  human  rights 
violations  and  the  process  of  democratization  in  newly  independent 
CSCE  states.  Although  the  Commission's  workload  has  increased 
substantially,  a  realignment  of  responsibilities  at  the  current 
staff  level  has  allowed  staff  to  effectively  operate  and  continue 
to  carry  out  the  Commission's  mandate  while  maintaining  high 
standards . 


3.  As  you  are  well  aware,  this  Subcommittee's  602(b)  allocation 
may  be  far  from  adequate  to  fully  fund  the  President' s  budget  for 
all  departments  and  agencies  in  this  bill  and  to  restore  those 
programs  which  are  Congressional  priorities  not  reflected  in  the 
President' s  request.  If  an  additional  reduction  of,  for  example, 
five  percent  were  taken  from  your  request,  what  would  be  its  impact 
on   the  Commission? 

A:  Each  year  the  Commission  submits  a  comprehensive  budget 
request  that  justifies  the  exact  amount  of  spending  necessary  to 
maintain  current  levels  of  staff,  staff  benefits,  and 
administrative  costs.  A  decrease  in  funding  would  seriously  impact 
the  work  of  the  Commission  and  its  ability  to  fulfill  its  mandate. 
Since  most  of  the  Commission's  budget  is  devoted  to  salary  and 
benefit  expenses,  a  5%  decrease  would  require  the  Commission  to 
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lose  at  least  one  professional  staff  position  and  would  therefore 
have  a  profoundly  negative  impact  on  the  ability  of  the  Commission 
to  carry  out  its  work. 

Carryover  Funds 

1.  your  justifications  indicate  that  you  carried  over  more  than 
$56,000  from  FY  1993  into  FY  1994.  What  accounts  for  this  amount 
of  carryover? 

A:  In  FY  1993  a  professional  staff  member  left  the  Commission. 
This  position  was  vacant  for  a  number  of  months  and  was  filled  by 
a  staff  member  paid  at  a  lesser  salary. 

2.  How  did  you  arrive  at  your  estimate  of  $32,873  as  the  amount 
to  be  carried  over  into  FY  1995?  What  will  be  the  impact  on  your 
FY  1995  activities  if  this  carryover  amount  does  not  materialize? 

A:  In  the  past  the  Commission  has  had  varying  amounts  of  annual 
carryover.  The  carryover  estimate  of  $32,873  is  the  current  best 
estimate  of  funds  available  at  the  fiscal  year's  end  at  current 
levels  of  staff,  benefit  and  administrative  cost  categories.  The 
Commission  plans  to  spend  approximately  $24,000  of  its  FY93 
carryover  in  addition  to  its  FY94  funding  of  $1,099,000.  In  FY95, 
the  Commission  plans  to  spend  approximately  $33,000  of  the 
carryover  amount  to  supplement  its  decreased  appropriation  funding 
request  of  $1,090,600.  The  Commission  has  set  strict  guidelines 
for  FY94  spending  and  therefore  is  planning  on  having  the  carryover 
amount  previously  set  forth  available  for  FY95  expenditures. 

Questions  by  Mr.  Rogers 

1.  I  noticed  in  your  budget  justifications  that  the  CSCE  held  a 
meeting  on  peacekeeping  last  summer  in  Vienna.  Can  you  share  with 
us  some  of  the  discussion  at  that  meeting  and  the  role  the  CSCE  has 
played,  and  may  play,  in  peacekeeping?  How  would  the  CSCE  roles 
interact  with  United  Nations  peacekeeping? 

A:  Since  1992,  the  CSCE  has  been  considered  a  regional 
arrangement  by  the  United  Nations  and  as  such  qualified  to  perform 
peacekeeping  operations  similar  to  those  normally  performed  by  the 
UN(^  or  to  substitute  for  UN  peacekeeping)  Because  CSCE  is  a 
smaller,  more  flexible,  and  less -developed  organization,  however, 
it  has  taken  a  less  active  role  in  traditional  peacekeeping  than 
has  the  UN. 

CSCE  procedures  for  peacekeeping  missions  were  also  adopted  by 
the  1992  CSCE  Helsinki  Summit.  However,  these  procedures  are 
restrictive  and  do  not  foresee  CSCE  involvement  unless  a  sustained 
and  durable  ceasefire,  and  the  political  will  of  the  parties  to 
find  a  negotiated  settlement,  already  exist. 
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The  seminar  on  peacekeeping  held  by  the  CSCE's  Conflict 
Prevention  Center  in  Vienna  June  7-9,  1993,  provided  states  the 
opportunity  to  look  at  the  conflict  resolution  activities  that  CSCE 
has  undertaken  to  date,  and  to  consider  how  classical  UN 
peacekeeping  (use  of  soldiers  to  separate  warring  parties)  could 
work  for  them.  Some  Central  and  Eastern  European  states  remain 
eager  for  CSCE  to  develop  its  own  military  and  peacekeeping 
capabilities.  Most  CSCE  states  agree,  however,  that  because  of 
CSCE's  inexperience  in  the  military  field  compared  to  NATO  and  the 
UN  as  well  as  CSCE's  deliberately  small  management  structure,  CSCE 
should  concentrate  on  the  conflict  prevention  and  negotiation-based 
resolution  aspects  of  crisis  management,  rather  than  try  to  compete 
with  the  UN  or  NATO. 

Thus  far,  the  CSCE  has  made  one  attempt  at  a  CSCE  peacekeeping 
mission.  This  is  the  plan,  in  existence  for  almost  a  year,  for  a 
CSCE  mission  to  monitor  a  cease-fire  and  withdrawal  of  conflicting 
forces  in  the  Nagorno-Karabakh  conflict  between  Azerbaijani  and 
Armenian  forces.  This  plan  would,  as  the  area  covered  by  a  cease- 
fire gradually  expanded,  eventually  introduce  600  CSCE  monitors 
into  the  region  to  monitor  the  cease-fire  and  ensure  the  re- opening 
of  lines  of  communication  and  transport.  However,  since  the 
conflicting  parties  have  never  been  able  to  agree  on  a  cease-fire 
proposal,  the  plan  has  remained  inactive. 

Currently,  the  CSCE  is  discussing  what  peacekeeping  or 
monitoring  role  it  should  play  in  Georgia,  where  it  takes  primary 
responsibility  for  the  conflict  between  the  Georgian  government  and 
nationalist  separatist  forces  in  South  Ossetia.  CSCE  has  had,  for 
17  months,  a  mission  in  the  region  working  on  the  parties  to  begin 
peace  talks;  the  prospect  of  CSCE  taking  over  some  monitoring 
functions  in  the  cease-fire  there  (currently  ensured  by  trilateral 
teams  of  Georgian,  South  Ossetian  and  Russian  forces)  is  currently 
under  discussion. 

The  CSCE  has  also  taken  steps  to  play  a  role  in  monitoring  so- 
called  Commonwealth  of  Independent  States  of  Russian  peacekeeping, 
recognizing  that  such  actions  are  outside  its  sphere  of  control  but 
that  international  attention  and  involvement  may  help  improve 
Russian  adherence  to  the  standards  of  impartiality  associated  with 
observation.  Support  for  Commonwealth  of  Independent  States 
peacekeeping  is  still  under  discussion  by  the  CSCE's  Committee  of 
Senior  Officials. 


Thursday,  February  10,  1994. 
U.S.  ARMS  CONTROL  AND  DISARMAMENT  AGENCY 

WITNESS 

john  d.  holum,  director 

Introduction 

Mr.  Carr  [presiding].  Good  morning.  We  are  pleased  this  morn- 
ing to  have  before  us  the  U.S.  Arms  Control  and  Disarmament 
Agency  and  its  new  Director,  John  Holum. 

I  would  say,  as  a  personal  matter,  that  I  have  known  John 
Holum  for  a  long  time.  I  have  always  admired  him,  and  he  has  an 
extensive  background  in  foreign  policy,  in  general,  and  in  arms  con- 
trol, in  particular.  I  have  benefited  from  his  advice  for  many  years 
and  his  friendship  for  many  more;  and  it  is  a  real  personal  pleas- 
ure to  welcome  you  to  the  Committee. 

Mr.  Holum.  Thank  you,  Mr.  Chairman. 

Mr.  Carr.  The  request  is  for  $61,278,000,  an  increase  of 
$7,778,000  above  the  fiscal  year  1994  appropriation  of  $53,500,000. 

We  shall  insert  the  budget  justification  materials  submitted  in 
support  of  this  request  into  the  record  at  this  point. 

[The  justifications  follow:] 
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United  States  Arms  Control  and  Disarmament  Agency 


".  .  .  I  am  also  taking  steps  to  revitalize  the  Arms  Control  and  Disarmament  Agency,  so 
that  it  can  play  an  active  role  in  meeting  the  arms  control  and  nonproUferation 
challenges  of  this  new  era.  I  am  committed  to  protecting  our  people,  deterring 
aggression  and  combating  terrorism.    The  work  of  combating  proliferation  of  weapons 
of  mass  destruction  is  difficult  and  unending,  but  it  is  an  essential  part  of  this  task.   It 
must  be  done. " 

President  Bill  Clinton 

July  3,  1993 
(ACDA  revitalization) 

"My  Administration  has  placed  the  highest  importance  on  arms  control  and  combatting 
the  proliferation  of  weapons  of  mass  destruction.   A  revitalized  Arms  Control  and 
Disarmament  Agency  will  play  an  important  role  in  achieving  new  arms  control 
agreements  and  fighting  weapons  proliferation. " 

President  Bill  Clinton 

October  6,  1993 

(Nomination  of  John  Holum  as  Director  of  ACDA) 

"This  treaty  is  one  of  the  most  ambitious  in  the  history  of  arms  control,  banning  an 
entire  class  of  weapons  of  mass  destruction.   It  is  a  central  element  of  my 
Administration 's  non-proliferation  policy.    The  Treaty  will  significantly  enhance  our 
national  security  and  contribute  to  greater  global  security. " 

President  Bill  Clinton 

November  24,  1993 

(CWC  Treaty) 

"/  have  sought  to  ensure  that  the  breakup  of  the  Soviet  Union  does  not  result  in  the 
birth  of  new  nuclear  states  which  could  raise  the  chances  for  nuclear  accident,  nuclear 
terrorism  and  nuclear  proliferation. " 

President  Bill  Clinton 

January  10,  1994 

(Ukraine's  dismantlement) 
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Introduction 

With  the  Cold  War  over,  arms  control,  nonproliferation  and  disarmament  challenges 
have  changed,  but  they  are  no  less  compelling.   In  some  ways  the  world  is  becoming  a  more 
dangerous  place,  as  a  few  outlaw  states  hunger  for  technologies  that  threaten  all  of  our 
security.   We  need  effective  arms  control  and  strong  efforts  to  stem  proliferation  now  even 
more  than  before. 

In  the  post-Cold  War  era,  the  U.S.  will  be  guided  by  the  principle  that  arms  control 
and  defense  are  both  vital  elements  of  the  same  national  purpose  —  to  support  the  national 
security  of  the  United  States.   Arms  control  can  reduce  the  risk  of  war  by  limiting  and 
reducing  destabilizing  military  forces,  by  preventing  the  spread  of  weapons  of  mass 
destruction  or  missiles,  and  by  building  confidence  and  trust  through  measures  designed  to 
enhance  transparency.   As  they  directly  bolster  our  security,  such  measures  also  promote 
other  strategic  priorities  of  U.S.  foreign  policy  such  as  reform  in  Russia  and  the  other  newly 
independent  states,  and  our  economic  goals  in  Asia  and  the  Pacific  region.   Arms  control  can 
also  play  an  important  stabilizing  role  in  support  of  broader  political  efforts  to  resolve 
longstanding  disputes  in  the  Middle  East  and  South  Asia. 

While  seeking  the  control  and  prevention  of  the  spread  of  nuclear  weapons  remains  a 
primary  element  of  U.S.  post-Cold  War  responsibilities,  this  agenda  has  expanded 
considerably  to  include  stemming  the  proliferation  of  all  weapons  of  mass  destruction  and 
their  means  of  delivery.   Particularly  important  are  the  extension  of  the  Nuclear  Non- 
Proliferation  Treaty  in  1995;  negotiation  of  the  Comprehensive  Nuclear  Test  Ban  Treaty; 
strengthening  multilateral  export  controls;  negotiation  of  a  ban  on  fissile  materials  production 
for  nuclear  weapons;  implementation  of  the  Strategic  Arms  Reduction  Treaties  (START  I  and 
START  II);  and  the  Missile  Technology  Control  Regime  (MTCR),  which  has  emerged  as  a 
principal  arms  control  institution  to  address  ballistic  missile  proliferation.   We  want  to 
improve  the  MTCR  and  use  it  as  a  vehicle  for  joint  action  to  combat  missile  proliferation. 
The  United  States  will  also  seek  increased  transparency  of  activities  relevant  to  the  Biological 
Weapons  Convention.   And  we  must  continue  to  probe  for  solutions  in  those  regions  where 
nonproliferation  norms  have  not  taken  hold. 

The  recent  use  of  chemical  weapons  provided  substantial  impetus  to  completion  of  the 
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Chemical  Weapons  Convention,  with  its  groundbreaking  verification  regime.   President 
Clinton  in  his  address  to  the  UN  General  Assembly,  called  on  all  nations,  including  the 
United  States,  to  ratify  this  accord  quickly.   It  was  submitted  to  the  Senate  for  advice  and 
consent  on  November  23,  1993. 

ACDA  will  remain  fully  engaged  in  the  process  of  developing  a  U.S.  conventional 
arms  transfer  policy  for  the  1990' s.   European  security  concerns  have  changed  dramatically 
since  the  members  of  NATO  and  the  former  Warsaw  Pact  agreed  to  bring  the  conventional 
forces  balance  in  the  Atlantic  to  the  Ural  region  into  approximate  numerical  parity.   Several 
useful  conventional  forces  regimes  have  recently  been  implemented  which  have  set  lowered 
ceilings  on  force  levels,  substantially  improved  predictability,  transparency,  and  stability,  and 
paved  the  way  for  further  arms  control  progress. 

Export  controls  are  another  essential  nonproliferation  tool.   Advances  in  global 
industrialization  diminish  the  utility  of  such  approaches,  however,  and  force  us  to  work  even 
more  on  the  demand  side,  that  is  to  influence  the  motivations  of  countries  seeking  to 
proliferate.   ACDA  will  place  more  emphasis  on  regional  arms  control,  whether  in  the 
Middle  East,  South  Asia,  or  the  Korean  peninsula. 

In  conjunction  with  strengthening  export  controls,  the  Administration's 
nonproliferation  policy  also  includes  a  commitment  to  ensure  that  the  International  Atomic 
Energy  Agency  has  the  resources  necessary  to  carry  out  its  vital  safeguard  responsibilities. 

To  the  surprise  of  some,  the  end  of  the  Cold  War  actually  has  increased  the  scope  and 
number  of  arms  control  challenges.   It  has  made  the  great  promise  of  START  harder  to 
realize,  while  simultaneously  creating  new  proliferation  sources,  and  loosening  some  of  the 
constraints  on  third  countries  that  a  bipolar  structure  imposed.   Meanwhile,  as  always, 
technology  has  moved  ahead  of  politics  and  human  wisdom,  easing  the  way  for  proliferators 
and  correspondingly  complicating  ours. 

In  order  to  rise  to  this  challenge,  the  President  has  included  in  his  Budget  Request  the 
necessary  funding  and  staffing  for  ACDA  to  carry  out  its  mission  in  support  of  his  national 
security  agenda. 
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Mission  Statement 

By  statute,  the  United  States  Arms  Control  and  Disarmament  Agency  (ACDA)  is 
authorized,  under  the  direction  of  the  President  and  the  Secretary  of  State,  to  carry  out  the 
following  primary  functions: 

(a)  the  conduct,  support,  and  coordination  of  research  for  arms  control  and 
disarmament  policy  formulation; 

(b)  the  preparation  for  and  management  of  U.S.  participation  in  international 
negotiations  in  the  arms  control  and  disarmament  field; 

(c)  the  dissemination  and  coordination  of  public  information  concerning  arms  control 
and  disarmament;  and, 

(d)  the  preparation  for,  operation  of,  or  as  appropriate,  direction  of  U.S.  participation 
in  such  control  systems  as  may  become  part  of  U.S.  arms  control  and  disarmament  activities. 

To  accomplish  its  mission  ACDA  is  organized  by  bureaus  which  address  major  policy 
areas.   These  policy  areas  are:  multilateral  negotiations,  nonproliferation  and  regional  arms 
control,  strategic  and  Eurasian  affairs,  and  intelligence,  verification  and  information  support. 
The  Agency's  accomplishments  and  initiatives  are  spelled  out  in  detail  in  the  subsequent 
sections  of  this  submission. 
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FY  1995 
Appropriation  language 

Federal  Funds 

General  and  special  funds: 

ARMS  CONTROL  AND  DISARMAMENT  ACTrvnTES 


For  necessary  expenses[,]  not  otherwise  provided,  for  arms  control  and  disarmament 
activities,   [including]  $61,278,000,  of  which  not  to  exceed  $100,000  shall  be  available  for 
official  reception  and  representation  expensesf,]  authorized  by  the  Act  of  September  26, 
1961,  as  amended  (22  U.S.C.  2551  et  seq.),  [$53,500,000,]  and  of  which  [not  less  than 
$9,500,000  is  available  until  expended  only]  $14,000,000  shall  be  for  payment  of  United 
States  contributions  to  the  Preparatory  Commission  for  the  Organization  on  the  Prohibition  of 
Chemical  Weapons.    (Departments  of  Commerce,  Justice,  and  State,  the  Judiciary,  and 
Related  Agencies  Appropriations  Act,  1994.) 
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United  States  Arms  Control  and  Disarmament  Agency 


FY  1995  Summary  of  Budget  Request 

Arms  Control  and  Disarmament  Activities 
($000) 


FTE 

AMOUNT 

Current  FY  1994  Appropriation                                      242 

$53,500 

FY  1995  Appropriation  Request                                    251 

$$1,278 

Increase/Decrease                                                    9 

$7,778 

Explanation  of  Requirements 
($000) 

FY  1994 

FY1995 

±L 

Program  Operations  and  Personnel  Compensation      -.  ^^ 

45,000 

1,000 

External  Research                                                      .  ^^ 

1,000 

1,000 

0 

Assessments  to  NPT 

435 

2,278 

1,843 

Assessments  to  CWC  PrepCom                                   9,500 

14,000 

4,500 
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United  States  Arms  Control  and  Disarmament  Agency 


Fiscal  Year  1995  Analysis  of  Budget  Request 

($000) 


FY  1994  Appropriation 


Adjustments  to  base: 

FTE  &  Reimbursable  pay  adjustments 
Overseas  administrative  support 
Misc.  Maintenance  &  Repairs 
International  Assessments: 

CWC  PrepCom/OPCW 

NPTExtCon 
Informational  Technology 
Travel 

FY  1995  Appropriation  Request 


513 

297 

90 

4,500 

1,843 

300 

225 


$53,500 


7.778 
$61.278 


Fiscal  Year  1995  Funding 

During  the  past  year,  the  Administration  undertook  a  review  of  ACDA's  role  and 
mission.  This  comprehensive  and  exhaustive  effort  culminated  in  President  Clinton's  July  3, 
1993  pronouncement,  which  called  for  a  "revitalized  ACDA."  The  following  requests 
provide  ACDA  with  the  necessary  budget  and  staffing  resources  to  fulfill  the  Agency's 
revitalized  mission. 

The  FY-95  budget  and  staffing  requests  of  the  U.S.  Arms  Control  and  Disarmament 
Agency  are  $61,278,000  and  251  FTE  positions.   These  levels  represent  an  increase  of 
$7,778,000  and  9  FTE  over  the  Agency's  FY-94  amounts.   The  major  portion  of  the  budget 
increase  will  provide  for  increases  related  to  the  U.S.  assessments  for  the  CWC  Preparatory 
Commission  (PrepCom)  and  the  eventual  permanent  organization,  the  Organization  for  the 
Prohibition  of  Chemical  Weapons  (OPCW),  anticipated  to  enter  into  force  in  early  1995,  and 
for  the  expenses  related  to  the  1995  NPT  Extension  Conference.   Additional  incremental 
funding  will  provide  for  new  salaries,  automation  enhancements,  and  other  support  expenses. 
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Office  of  the  Director 


FY  1994 

FY  1995 

38 

38 

5,792 

5,817 

Full-time  Equivalent  Personnel 
Amount  (dollars  in  thousands) 


The  Director  and  The  Deputy  Director 

The  Director  and  Deputy  Director  advise  the  President,  the  National  Security  Council, 
the  Secretary  of  State,  and  other  senior  government  officials  on  arms  control,  nonproliferation 
and  disarmament  matters,  and  their  relationship  to  other  aspects  of  overall  national  security 
policy.   The  Director  and  Deputy  Director  ensure  that  ACDA's  mission,  as  mandated  in  its 
Act,  is  fulfilled.   The  Director  is  responsible  for  all  ACDA  operations  and  activities.   The 
Deputy  Director  has  direct  responsibility,  under  the  supervision  of  the  Director,  for  the 
administrative  management  of  the  Agency,  intelligence-related  activities,  security  and  the 
Special  Compartmental  Intelligence  Facility  (SCDF).   The  Office  of  the  Director  provides 
policy  guidance  to  all  ACDA  elements  and  includes  the  following  distinct  areas  of 
responsibility. 

Executive  Director  of  the  General  Advisory  Committee 

The  Executive  Director  of  the  General  Advisory  Committee  (GAC)  supports  this 
Presidential  policy  advisory  body  consisting  of  up  to  15  members  appointed  by  the  President 
which  advises  the  Director  on  arms  control  and  disarmament  policy  and  activities.   The  GAC, 
by  law,  advises  the  President,  the  Secretary  of  State,  and  the  ACDA  Director  on  matters 
affecting  arms  control,  disarmament  and  world  peace. 

Special  Advisor 

The  Special  Advisor  to  the  Director  serves  as  personal  advisor  on  substantive  and 
administrative  matters  and  functions  as  the  Agency  Chief  of  Staff,  oversees  the  day  to  day 
operations  of  the  Agency,  is  the  principal  advisor  on  all  aspects  of  ACDA's  operations, 
provides  guidance  and  assistance  to  Agency  personnel  concerning  the  preparation  of 
substantive  material  for  the  Director,  and  oversees  the  implementation  of  Agency  policies; 
and  performs  such  other  duties  as  the  Director  designates. 

Special  Assistant 

The  Special  Assistant  to  the  Director  serves  as  a  personal  advisor  on  organizational 
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and  administrative  matters.  The  Special  Assistant  provides  guidance  and  assistance  to  Agency 
personnel  concerning  the  form  and  content  of  material  prepared  for  the  Director,  manages  the 
Director's  schedule,  serves  as  personal  representative  of  the  Director  in  dealings  with 
personnel  within  the  Agency  and  from  other  organizations;  and  performs  such  other  duties  as 
the  Director  designates. 

Senior  Policy  Advisor 

The  Director  of  the  Policy  Planning  Group,  the  Senior  Policy  Advisor,  directs  the 
Agency's  arms  control,  nonproliferation  and  disarmament  policy  planning  efforts  and  advises 
the  Director  on  substantive  and  political  arms  control  issues.   In  this  regard,  the  Senior  Policy 
Advisor  assists  the  bureaus  and  offices  in  recommending  options  to  address  problems  and 
identify  new  opportunities  in  arms  control  in  the  post-Cold  War  era  and  formulates  policy 
options  for  consideration  by  the  Director. 


Advanced  Projects  Office 

The  Chief  of  the  Advanced  Projects  Office  develops  and  analyzes  speculative  and 
innovative  concepts  and  positions  offering  new  avenues  to  arms  control,  nonproliferation  and 
disarmament,  and  produces  inventive  arms  control  approaches  for  consideration  by  the 
Director  and  other  national  security  principals. 

Executive  Secretary  and  Advisor  for  Internal  Affairs 

The  Executive  Secretary  directs  the  ACDA  Secretariat,  assuring  that  the  Agency  is 
responsive  to  internal  and  external  requirements  and  demands  ranging  from  public  inquiries  to 
urgent,  highly-sensitive  policy  formulations  being  constructed  within  the  government.   The 
Executive  Secretary  advises  the  Director  and  other  Agency  principals  on  the  status  of  internal 
operations  and  activities,  and  implements  new  or  improved  approaches  to  increase  their 
effectiveness.   The  Executive  Document  Support  Section  maintains  permanent  records  of  all 
decisions  made  by  the  ACDA  Director  and  Deputy  Director,  and  all  relevant  Presidential, 
interagency  and  ACDA  Principals'  papers.   This  section  tracks,  researches  and  retrieves  in 
full  text,  summary  and  chronological  order  the  evolution  of  policy  decisions,  and  archives 
ACDA's  history. 


Equal  Employment  Specialist 

The  Equal  Employment  Specialist  serves  under  the  direction  of  the  Deputy  Director, 
and  manages  the  Equal  Employment  Opportunity  Program  by  providing  leadership  to  the 
Agency's  top  management  to  assist  in  carrying  out  the  Agency's  continuing  policy  and 
program  of  nondiscrimination  and  affirmative  action.   The  Equal  Employment  Specialist 
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directs  the  Affirmative  Action  Program,  the  Complaint  Adjudication  Program,  and  the 
Minority  and  Female  Out-reach  Recruitment  Programs,  and  prepares  and  submits  reports  to 
the  EEOC,  OPM,  and  other  agencies  as  required. 

Office  of  Security 

The  Office  of  Security  is  responsible  for  ACDA's  security  programs  in  Washington, 
D.C.  and  overseas.   These  programs  cover  the  full  range  of  security  services  and  include 
physical,  procedural,  personnel,  technical,  and  computer  security,  investigative  and 
intelligence  functions,  as  well  as  liaison  with  other  Federal  investigative  agencies  and  offices 
of  security.   In  addition,  the  office  manages  all  special  compartmented  information  materials 
held  by  ACDA. 

Principal  Deputy,  On-SHe  Inspection  Agency 

By  Presidential  Directive,  an  ACDA  officer  serves  as  Principal  Deputy  Director  of  the 
On-Site  Inspection  Agency  (OSIA),  Department  of  Defense.   The  Principal  Deputy  carries 
out  the  functions  of  the  Director  of  OSIA  in  the  latter' s  absence,  assists  the  Director  of  OSIA 
in  the  management  of  that  Agency  and  acts  as  the  representative  of  the  ACDA  Director  on 
matters  falling  within  the  competence  of  OSIA. 

Senior  Military  Advisor 

The  Senior  Military  Advisor  serves  as  the  principal  advisor  to  the  Director  on  military 
matters  and  is  the  representative  of  the  Director  to  the  Office  of  the  Secretary  of  Defense  and 
the  Joint  Chiefs  of  Staff.   He  evaluates  arms  control  proposals  from  a  military  perspective 
and  assesses  their  potential  contributions  to  the  national  security  of  the  United  States.   He  also 
serves  as  the  military  advisor  on  all  regional  coordinating  groups. 

U.S.  Commissioner  of  the  U.S./U.S.S.R.  Standing  Consultative  Commission 

The  U.S.  Commissioner  of  the  Standing  Consultative  Commission  (SCC),  under  the 
direction  of  the  President  through  the  mechanism  of  the  National  Security  Council,  with  the 
rank  of  Ambassador,  represents  the  United  States  in  the  SCC  on  matters  related  to  the  ABM 
Treaty  and  heads  the  U.S.  Delegation  to  the  Commission. 

U.S.  Representative  to  the  Joint  Compliance  and  Inspection  Commission 

The  U.S.  Representative  to  the  Joint  Compliance  and  Inspection  Commission  (JCIC), 
under  the  direction  of  the  President  through  the  mechanism  of  the  National  Security  Council, 
with  the  rank  of  Ambassador,  represents  the  United  States  in  the  JCIC,  which  is  concerned 
with  matters  related  to  the  START  Treaty,  and  heads  the  U.S.  Delegation  to  the  Commission. 
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U.S.  Representative  to  the  Bilateral  Implementation  Commission 

The  U.S.  Representative  to  the  Bilateral  Implementation  Commission  (BIC),  under  the 
direction  of  the  President  through  the  mechanism  of  the  National  Security  Council,  represents 
the  United  States  in  the  BIC,  which  is  concerned  with  matters  related  to  the  START  II 
Treaty,  and  Heads  the  U.S.  Delegation  to  the  Commission. 

U.S.  Representative  to  the  Conference  on  Disarmament 

The  U.S.  Representative  to  the  Conference  on  Disarmament  (CD),  with  the  rank  of 
Ambassador,  leads  the  U.S.  delegation  to  the  CD  in  Geneva,  the  UN  Disarmament 
Commission  (UNDC),  the  United  Nations  General  Assembly  (UNGA)  First  Committee,  and, 
as  requested,  represents  the  Director  in  other  negotiations  having  arms  control  significance. 

U.S.  Representative  to  the  Preparatory  Commission  for  the  Chemical  Weapons 
Convention 

The  U.S.  Representative  to  the  Preparatory  Commission  (PrepCom)  for  the  Chemical 
Weapons  Convention  (CWC),  leads  the  U.S.  Delegation  to  the  PrepCom  in  the  Hague.  The 
PrepCom  has  two  years,  or  more  depending  on  when  the  65th  ratification  occurs,  in  which  to 
prepare  the  CWC  Organization  -  the  Organization  for  the  Prohibition  of  Chemical  Weapons 
or  OPCW  -  to  begin  implementation  of  the  Convention.  Preparations  include  such  things  as 
staffing,  hiring  and  training  of  personnel,  and  developments  of  procedures  and  guidelines  for 
inspections. 

U.S.  Representative  to  the  Special  Verification  Commission 

The  U.S.  Representative  to  the  Special  Verification  Commission  (SVC),  under  the 
direction  of  the  President  through  the  mechanism  of  the  National  Security  Council,  with  the 
rank  of  Ambassador,  represents  the  United  States  in  the  SVC,  which  is  concerned  with 
matters  related  to  the  INF  Treaty,  and  heads  the  U.S.  Delegation  to  the  Commission. 
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FY  1994 

FY  1995 

35 

37 

13,578 

18,236 

Full-time  Equivalent  Personnel 
Amount  (dollars  in  thousands) 


ACDA  is  responsible  for  the  management  of  U.S.  delegations  to  the  Conference  on 
Disarmament  (CD)  in  Geneva,  the  First  Committee  of  the  UN  General  Assembly  (UNGA), 
and  the  UN  Disarmament  Commission  (UNDC),  as  well  as  to  specialized  bodies  related  to 
the  implementation  of  the  Chemical  Weapons  Convention  (CWC)  and  the  Biological  and 
Toxic  Weapons  Convention  (BWC).   This  includes  the  preparation  of  guidance,  backstopping, 
and  the  provision  of  logistical  support.   The  Multilateral  Affairs  Bureau  (MA)  handles  these 
fora  for  the  Agency.   MA  also  takes  a  leading  role  within  the  U.S.  Government  in  the 
preparation  for,  and  backstopping  of,  negotiations  concerning  European  security.   The  Bureau 
provides  senior,  mid-level  and  clerical  personnel  to  serve  on  the  U.S.  delegations  to  these 
negotiations  in  Vienna  and  Brussels. 

Conference  of  Disarmament  (CD) 

The  CD  is  the  principal  international  forum  for  multilateral  discussion  and  negotiation 
of  arms  control  agreements.   Its  primary  focus  during  1994  will  be  the  negotiation  on  a 
comprehensive  nuclear  test  ban  treaty  (CTBT).   Other  issues  of  concern  include  transparency 
in  armaments  (TIA),  negative  security  assurances,  radiological  weapons,  and  outer  space 
arms  control.   In  addition,  the  CD  will  likely  have  a  key  role  in  multilateral  negotiations  on 
"cutoff"  of  fissionable  material.   The  UNGA  and  UNDC  also  address  these  and  other  issues 
such  as  nuclear  weapons  free  zones,  conventional  arms  control  and  arms  transfer  registries. 

ACDA  provides  the  U.S.  Representative  to  the  CD,  who  is  also  the  U.S. 
Representative  to  the  First  Committee  and  the  UNDC,  as  well  as  his  Deputy  and  Executive 
Secretary.   ACDA  also  provides  much  of  the  substantive  and  administrative  staffing  as  well 
as  financial  support  for  the  U.S.  delegation  to  the  CD. 

In  an  effort  to  enhance  TIA,  the  UN  has  established  a  UN  conventional  arms  register. 
The  CD  also  has  established  an  Ad  Hoc  Committee  to  deal  with  this  ever  more  important 
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issue.   MA  coordinates  U.S.  submissions  to  the  UN  register,  chairs  an  interagency  Task 
Force  on  TIA,  and  sends  the  U.S.  delegates  to  the  CD  to  participate  in  CD  discussions  on 
matters  of  arms  transparency. 

For  FY  1994  the  Administration  has  established  a  high  priority  for  the  CTBT 
negotiations  in  the  CD.  The  MA  bureau  chairs  the  interagency  backstopping  group  to  support 
this  negotiation  and  will  provide  additional  personnel  to  the  CD  delegation. 


Chemical  Weapons 

MA  serves  as  the  interagency  lead  office  to  prepare  for  implementation  of  the  CWC, 
chairing  task  force  and  backstopping  meetings  and  providing  across-the-board  expertise  within 
the  U.S.  and  multilateral  arms  control  community  and  with  U.S.  industry. 

The  draft  CWC  was  concluded,  after  twenty-four  years  of  negotiation,  in  the  CD  in 
Geneva  in  September  1992  and  sent  to  the  First  Committee  of  the  United  Nations  General 
Assembly.   A  resolution  supported  by  145  cosponsors  received  overwhelming  approval  from 
the  full  UNGA  on  November  30,  1992,  and  the  Convention  was  signed  January  13,  1993  in 
Paris  by  then-Secretary  Eagleburger  on  behalf  of  the  United  States.   The  CWC  has  now  been 
signed  by  154  nations;  4  nations  have  ratified.   The  CWC  will  utilize  a  highly  intrusive 
verification  regime. 

The  Hague  was  selected  during  negotiations  in  Geneva  as  the  site  of  the  eventual 
treaty  organization,  the  Organization  for  the  Prevention  of  Chemical  Weapons  (OPCW)  and 
the  preceding  Preparatory  Commission  (PrepCom).  The  PrepCom  is  composed  of 
representatives  of  all  the  signatory  states.   It  has  the  task  of  hammering  out  the  difficult 
details  of  CWC  implementation.   It  opened  February  8,  1993,  in  The  Hague  and  will 
continue  until  the  treaty's  entry  into  force  (EIF)  180  days  following  the  65th  ratification,  (but 
not  less  than  two  years  from  opening  for  signature).   EIF  could  come  as  early  as  January 
1995,  but  may  take  longer,  depending  on  when  the  65th  country  ratifies  the  convention. 

ACDA  provides  the  leadership  and  principal  support  for  the  U.S.  Delegation  to  the 
CWC  PrepCom  in  the  Hague,  along  with  other  agency  delegation  support  and  expert 
assistance.   ACDA  also  has  lead  responsibility  for  establishing  and  maintaining  the  delegation 
to  the  PrepCom  in  The  Hague,  to  include  office  space  and  other  administrative  support,  in 
close  coordination  with  the  Department  of  State  and  the  U.S.  Embassy,  The  Hague.   ACDA, 
working  closely  with  the  Office  of  Management  and  Budget  also  budgets  for  U.S. 
participation  in  the  PrepCom,  including  the  U.S.  contribution  for  the  international  budget  of 
the  CWC  PrepCom  and  the  costs  for  maintaining  the  U.S.  delegation. 

Also  this  past  year  in  the  chemical  weapons  arena,  two  formal  negotiating  rounds  of 
the  US-"Soviet"  bilateral  negotiations  were  held,  along  with  many  informal  consultations. 
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They  focused  on  the  bilateral  Destruction  Agreement  that  was  signed  at  the  June  1990  Summit 
in  Washington,  and  on  production  facilities  details.   In  addition,  new  responsibilities  were 
incurred  to  implement  the  1989  Wyoming  CW  Memorandum  of  Understanding  (MOU)  which 
mandated  a  series  of  reciprocal  visits  to  U.S.  and  Soviet  chemical  weapons  facilities.   In 
December,  the  two  sides  agreed  on  the  details  implementing  Phase  U  of  the  Wyoming  MOU 
which  includes  a  two  part  exchange  of  detailed  CW  data  and  five  inspections  in  each  country 
beginning  180  days  after  signature.   This  agreement  was  signed  into  force  on  January  14, 
1994. 

Conventional  Arms  Forces  in  Europe  (CFE)  and  Conference  on  Security  and 
Cooperation  in  Europe  (CSCE) 

ACDA  remains  heavily  involved  in  activity  surrounding  implementation  of  the  Treaty 
on  Conventional  Forces  in  Europe  (CFE)  and  other  conventional  arms  control  and 
confidence-building  and  security  measures  (CSBMs)  accomplishments. 

The  1992  Helsinki  CSCE  Follow-Up  Meeting  agreed  on  a  mandate  for  new  European 
Security  negotiations,  known  as  the  Forum  for  Security  Cooperation  (FSC),  which  began  in 
Vienna  in  September  1992.   Included  in  the  mandate  was  an  immediate  action  program  of 
topics  to  which  the  FSC  will  give  early  attention  in  FY  1995.   In  the  arms  control  area,  these 
include  harmonization  of  existing  arms  control  obligations  (i.e.,  the  CFE  Treaty  and  VD92), 
improvements  to  VD92,  new  CSBMs,  nonproliferation  and  arms  transfer  regimes,  regional 
measures,  and  a  global  information  exchange. 

Open  Skies 

The  Treaty  on  Open  Skies,  signed  in  Helsinki  on  March  24,  1992.   This  Treaty 
establishes  a  wide-ranging  confidence-building  regime  to  promote  openness  of  military  forces 
and  activities  in  North  America  and  Eurasia  by  reciprocal  observation  flights  of  unarmed 
aircraft.   The  U.S.  ratified  the  Treaty  on  November  2,  1993.   The  Treaty  may  enter  into 
force  in  mid-1994  following  ratification  by  at  least  20  other  signatories.   MA  continues  to 
participate  in  backstopping  the  Open  Skies  Consultative  Commission,  which  meets  regularly 
in  Vienna  for  phased  implementation  of  the  Treaty,  portions  of  which  have  been  provisionally 
applied  since  its  signature. 

Conferences 

ACDA,  through  MA,  prepares  U.S.G.  policy  and  provides  staffing  for  the  U.S. 
delegations  to  various  other  international  conferences  held  during  the  year.   In  1993  MA 
chaired  the  interagency  backstopping  group  on  BWC  and  provided  the  deputy  head  of 
delegation,  executive  secretary  and  technical  expert  for  the  important  series  of  meetings  of 
BWC  States  designed  to  identify  and  examine  potential  BWC  verification  measures.   The 
results  of  those  meetings  are  likely  to  be  the  subject  of  a  Special  Conference  later  in  1994  and 


US  ACDA:  Congressional  Submission  FY  1555  14 


208 


MA  has  taken  the  lead  in  coordinating  interagency  efforts  in  preparation.   In  addition,  MA 
represents  ACDA  in  the  preparations  underway  for  the  first  Review  Conference  of  the 
Conventional  Weapons  Convention  and  any  experts  meetings. 

Fiscal  Year  1995 

Looking  ahead  to  1995,  we  expect  an  even  greater  level  of  activity  in  the  multilateral 
and  bilateral  chemical  and  biological  weapons  arena,  as  well  as  for  CTBT  and  conventional 
negotiations  is  expected.   The  CWC  PrepCom  will  have  been  staffed  and  budgeted  for  and 
will  concentrate  throughout  FY  1994  on  resolving  the  remaining  outstanding  issues  that  will 
allow  the  Convention's  entry  into  force.   We  are  still  working  toward  early  U.S.  ratification 
of  the  CWC  and  its  entry  into  force  January  1995.   Work  also  continues  on  preparations  for  a 
BWC  Special  Conference  likely  to  be  held  in  1994.   Efforts  to  fully  implement  U.S. 
participation  in  the  UN  Conventional  Arms  Register  will  be  intensified.    MA  will  focus  on 
preparations  for  the  CSCE  Summit  to  be  held  in  Budapest  in  December  of  1994,  as  well  as 
ongoing  implementation  efforts  concerning  the  recently  completed  conventional  arms 
agreements.   ACDA  participation  in  the  ongoing  Forum  for  Security  Cooperation,  aimed  at 
agreement  on  further  arms  control  measures  covering  the  CSCE  area,  will  continue,  both  in 
Vienna  and  in  Washington.   Multilateral  meetings  leading  to  the  next  NPT  Review 
Conference  and  possibly  also  to  a  Seabeds  Review  Conference  will  involve  extensive 
participation  by  MA  staff.   Finally,  it  is  also  anticipated  that  arms  control  in  non-European 
regions  will  require  increasing  attention.   Supporting  the  efforts  on  matters  related  to  the 
breakup  of  the  Soviet  Union,  Korean  negotiations,  Latin  American  arms  control  efforts  and 
the  follow-on  to  SC  Resolution  687  on  Iraq,  as  well  as  the  Middle  East  Multilateral  Peace 
Process  Negotiations  will  also  add  to  MA's  workload. 
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209 
Nonproliferation  and  Regional  Arms  Control 


Full-time  Equivalent  Personnel 
Amount  (dollars  in  thousands) 


During  1993,  ACDA  reorganized  itself  and  redesignated  the  Bureau  of 
Nonproliferation  Policy  as  the  Bureau  of  Nonproliferation  and  Regional  Arms  Control.   As 
part  of  this  realignment,  ACDA  transferred  the  bulk  of  regional  arms  control  responsibilities 
to  NP.   This  included  expanding  NP's  mission  to  support  and  foster  regional  arms  control  by 
sharing  U.S.  expertise  and  experiences  concerning  conventional  arms  reductions  and 
confidence-  and  security-building  measures.   Moreover,  a  new  division  was  created  in  NP  to 
focus  on  extension  of  the  Treaty  on  the  Non-Proliferation  of  Nuclear  Weapons  (NPT). 

The  basic  mission  of  ACDA's  Bureau  of  Nonproliferation  and  Regional  Arms  Control 
(NP)  is  to  develop  and  implement  policies  involving  the  nonproliferation  of  nuclear,  chemical, 
and  biological  weapons  and  their  missile  delivery  systems;  international  transfers  of 
conventional  arms  and  dual-use  technology;  export  controls;  commercial  space  policy  issues; 
regional  arms  control  initiatives  designed,  inter  alia,  to  reduce  tension,  promote  or  maintain 
peace,  and  remove  incentives  for  arms  races  or  development  of  weapons  of  mass  destruction 
and  the  means  to  deliver  them. 

NP  is  organized  into  four  divisions:   the  International  Nuclear  Affairs  Division,  the 
Nuclear  Safeguards  and  Technology  Division,  the  NPT  Division,  and  the  Weapons  and 
Technology  Control  Division.   The  first  three  divisions  focus  primarily  on  ways  to  prevent 
nuclear  weapon  proliferation.   The  Weapons  and  Technology  Control  Division  deals  with 
proliferation  of  chemical  and  biological  weapons,  missile  delivery  systems,  conventional 
armaments,  and  dual-use  technology  transfer,  and  regional  arms  control  efforts  involving 
these  capabilities. 

Preventing  the  spread  of  weapons  of  mass  destruction  and  their  delivery  systems  to 
additional  countries  is  a  fundamental  element  of  U.S.  national  security  policy  and  has  grown 
in  importance  in  recent  years.   ACDA  will  continue  to  devote  a  substantial  portion  of  its 
financial  and  human  resources  to  formulating  and  implementing  United  States' 
nonproliferation  policy  through  FY  1994  and  FY  1995. 
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NP  is  involved  in  all  stages  of  policy  making  and  policy  implementation  in  this  area, 
including  efforts  to: 

•  Strengthen  the  NPT  regime,  promote  adherence  to  the  NPT,  and  achieve  the 
indefinite,  unconditional  extension  of  the  NPT  in  1995;  seek  full  entry  into  force 
of  the  Treaty  for  the  Prohibition  of  Nuclear  Weapons  in  Latin  America  (Treaty  of 
Tlatelolco);  and  strengthen  the  Missile  Technology  Control  Regime,  Australia 
Group,  and  the  Nuclear  Suppliers  Group; 

•  Strengthen  the  International  Atomic  Energy  Agency  (IAEA)  with  its  unique 
safeguards  system  and  technical  assistance  and  safety  programs; 

•  Work  toward  minimizing  plutonium  and  HEU  use  and  seek  improved  controls  and 
physical  protection  measures  to  reduce  the  risks  of  use  of  separated  plutonium; 

•  Develop  and  help  carry  out  strategies  for  dealing  with  regions  of  proliferation 
concern,  including  policies  related  to  conventional  arms  and  technology  transfers, 
missile  and  chemical/biological  weapons  (CBW)  proliferation,  and  commercial 
space  activities; 

•  Develop  and  promote  regional  arms  control  in  Latin  America,  Korea  and  Northeast 
Asia,  the  Middle  East,  South  Asia,  and  East  Asia/Pacific  regions; 

•  Promote  U.S.  and  international  export  policies  and  procedures  that  support 
nonproliferation  objectives; 

•  Conclude  or  implement  new  agreements  for  nuclear  cooperation  with  EURATOM 
and  other  countries; 

•  Consult  with  other  countries  on  nonproliferation  matters  of  mutual  interest; 

•  Work  with  the  newly  independent  states  to  ensure  that  the  IAEA  nuclear 
safeguards,  and  the  full  range  of  nonproliferation  export  controls  are  not 
compromised  because  of  the  dissolution  of  the  USSR; 

•  Create  a  successor  regime  to  COCOM  in  which  Russia  and  other  former 
adversaries  will  be  partners  in  controlling  arms  and  sensitive  dual-use  exports  to 
regions  of  tension.   Develop  and  implement  a  new  U.S.  conventional  arms  transfer 
policy; 


• 


Develop  and  help  implement  proposals  in  support  of  the  President's 
nonproliferation  initiative  such  as  the  proposals  for  a  convention  banning 
production  of  highly  enriched  uranium  and  separation  of  plutonium  for  nuclear 
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explosive  purposes  and  for  international  agreement  on  plutonium  management  and 
storage. 

Regional  Arms  Control 

Efforts  in  this  area  will  dramatically  increase  during  FY  1994  and  FY  1995.   With  the 
end  of  the  Cold  War  and  an  increased  international  emphasis  on  arms  control  and 
non proliferation,  many  states  have  begun  to  negotiate  and  implement  regional  measures 
designed  to  increase  transparency  and  confidence,  reduce  tensions,  contain  arms  races,  and 
halt  the  proliferation  of  weapons  of  mass  destruction.   These  efforts  will  complement  and  will 
be  pursued  in  parallel  with  efforts  to  promote  global  and/or  multilateral  solutions  to  problems 
of  nonproliferation. 

ACDA  is  a  repository  of  expertise  and  institutional  leadership  in  these  areas,  and 
continues  to  play  a  unique  role  in  fostering  regional  arms  control,  especially  when  such 
efforts  extend  over  long  periods  of  time.   During  1994-95,  the  Agency's  efforts  will  include: 

•  in  South  Asia,  efforts  to  reduce  tensions  and  to  convince  Pakistan  and  India  to  cap, 
reduce,  and  finally  eliminate  nuclear  weapons  and  missiles  and  related  activities; 
the  possibility  of  confidence-building  measures  that  would  increase  transparency 
and  reduce  the  risk  of  conflict.     ACDA  plans  to  send  a  team  of  arms  control 
experts  to  the  region  for  discussion  of  aspects  of  the  U.S.  arms  control  experience 
that  might  be  relevant  to  South  Asia. 

•  in  Northeast  Asia,  nonproliferation  and  arms  control  initiatives  on  the  Korean 
peninsula  and  support  for  the  Republic  of  Korea  in  planning  for  the  implementation 
of  the  North/South  Non-Nuclear  Declaration  Agreement  and  support  for  U.S. 
efforts  to  use  a  dialogue  with  the  North  Korea  to  help  resolve  the  nuclear  issue. 
The  U.S.  has  also  made  missile-related  arms  control  and  nonproliferation  proposals 
to  the  Koreans  based  on  ACDA  initiatives  and  will  pursue  these  initiatives  in  1994- 
95. 

•  in  Latin  America,  supporting  hemispheric  confidence-building  measures,  e.g., 
efforts  among  Brazil,  Argentina,  and  Chile  to  adopt  effective  nonproliferation 
policies  and  export  controls  and  arms  control  consultations  with  Mexico.   ACDA 
also  successfully  focussed  the  Organization  of  American  States  (OAS)  on  regional 
arms  control  by  supporting  four  arms  control  resolutions  at  the  annual  OAS 
General  Assembly  and  held  its  first  formal  workshop  on  regional  arms  control  for 
a  delegation  from  Argentina. 

•  in  the  Middle  East,  support  for  Middle  East  arms  control  proposals  and  the  Arms 
Control  and  Regional  Security  talks,  where  senior  ACDA  officials  will  continue  to 
participate  in  plenary  meetings  and  intercessional  workshops. 
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Conventional  Arms  Transfers 

ACDA  has  general  and  specific  mandates  under  the  Arms  Control  and  Disarmament 
Act,  the  Arms  Export  Control  Act,  and  the  Foreign  Assistance  Act  to  evaluate  proposed  arms 
transfers  and  military  assistance  programs  to  determine  whether  and  to  what  extent  they  might 
contribute  to  an  arms  race,  increase  the  possibility  of  outbreak  or  escalation  of  conflict,  or 
prejudice  the  development  of  bilateral  or  multilateral  arms  control  arrangements.   Last  year 
the  Agency  made  approximately  2,700  arms  control  assessments  of  export  cases. 

NP  also  participates  in  the  development  of  regional  and  weapon-specific  arms  transfer 
policies.   As  a  member  of  the  Technology  Transfer  Working  Group,  NP  participates  in 
initiatives  to  prevent  unauthorized  transfers  of  U.S. -origin  defense  articles.   The  Agency  also 
initiates  demarches  concerning  possible  diversions  of  U.S. -origin  defense  articles  incorporated 
into  foreign  military  systems.   Current  and  future  initiatives  include  planning  and  participation 
in  export  control  and  nonproliferation  discussions  with  emerging  suppliers  in  several  regions 
of  the  world,  and  efforts  through  regional  arms  control  to  address  the  demand  side  of 
countries'  acquisition  of  conventional  and  weapons  of  mass  destruction. 

Nonproliferation  and  Export  Controls 

NP  works  actively  in  policy  development  and  implementation  of  domestic  and 
international  nonproliferation  export  controls.   Domestically,  NP  is  a  member  of 
NSC-chartered  policy-level  Interagency  Working  Groups  on  export  control  as  well  as 
staff-level  groups.   These  groups  review  and  provide  advice  on  export  applications  and 
discuss  other  aspects  of  nuclear  export  policy.   NP  also  reviews  and  recommends  changes  to 
domestic  export  control  regulations. 

On  the  international  front,  NP  will  continue  to  play  a  key  role  in  promoting  effective 
U.S.  participation  in  the  28-nation  NSG,  which  renewed  regular  meetings  in  1991.   The 
NSG's  priorities  in  FY  1994/95  will  include  implementing  the  new  dual-use  control 
arrangements,  ensuring  the  effectiveness  of  the  full-scope  safeguards  and  supply  conditions 
encouraging  additional  adherence  to  the  NSG  Guidelines,  and  protecting  against  the  diversion 
of  NSG-controlled  items  to  nuclear  explosive  programs.   The  1994  NSG  Plenary  will  be  held 
in  April  in  Madrid. 

NP  also  plays  an  active  role  in  policy  development  and  international  negotiations 
relating  to  missile  nonproliferation,  for  which  the  25-member  Missile  Technology  Control 
Regime  (MTCR)  is  the  centerpiece  of  U.S.  efforts  in  this  area.   As  directed  by  the  President 
in  his  recent  nonproliferation  and  export  control  initiative,  the  US  will  give  increased 
emphasis  to  regional  arms  control  measures  to  address  the  demand  side  of  missile  acquisition. 

NP  also  participates  in  bilateral  negotiations  to  strengthen  missile  controls.   During  the 
1993,  the  Agency's  efforts  contributed  to  Argentine  membership  in  the  MTCR,  and  South 
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Africa's  and  Brazil's  decisions  to  adopt  the  MTCR  guidelines.   Substantial  effort  will  be 
made  during  the  next  year  to  promote  U.S.  objectives  of  prudent  expansion  of  the  MTCR, 
promoting  the  MTCR  guidelines  as  a  global  missile  nonproliferation  norm,  and  using  the 
regime  as  a  mechanism  for  taking  joint  action  to  combat  missile  proliferation. 

ACDA  participates  fully  in  U.S.  efforts  to  strengthen  international  norms  against 
illegal  use  of  Chemical  and  Biological  Weapons  (CBW)  and  to  limit  CBW  proliferation, 
particularly  through  U.S.  membership  in  the  25-nation  Australia  Group  (AG).   ACDA 
continued  its  strong  institutional  support  in  the  preparations  for  the  semiannual  plenary 
meetings  of  the  Australia  Group  meetings,  contributing  to  the  AG's  adoption  of  a  public 
background  paper  and  press  release,  in  addition  to  efforts  aimed  at  expanding  the  group 
membership,  outreach  programs  to  nonmember  supplier  states,  and  improved  information 
sharing  among  members. 

NP  also  plays  an  active  role  in  other  technology  transfer  and  export  control  issues  with 
significant  arms  control  and  nonproliferation  implications,  including  the  NSC-chaired 
Committees.   In  addition,  NP  plays  a  major  role  in  decisions  on  U.S.  cooperation  with 
foreign  civil  nuclear  programs.   NP  will  be  involved  in  intensive  negotiations  between  the 
United  States  and  EURATOM  in  FY  1994  and  199S  regarding  a  new  or  amended  agreement 
for  cooperation.  ACDA  also  participates  in  the  review  of  technical  assistance  requests  from 
developing  countries  for  U.S.  support  to  nuclear-related  activities.   We  anticipate  that  as 
Latin  American  countries  bring  the  Treaty  of  Tlatelolco  into  force,  new  agreements  for 
cooperation  with  them  and  new  nuclear  supply  arrangements  will  require  increased  ACDA 
resources  for  analysis  and  review. 


NTT,  Treaty  of  Tlatelolco.  and  Nuclear  Weapon  Free  Zones 

Because  of  the  NPT's  vital  contribution  to  U.S.  and  international  security,  ACDA 
created  a  new  division  within  NP  to  support  U.S.  efforts  to  achieve  the  indefinite  and 
unconditional  extension  of  the  NPT  in  1995.   ACDA  is  the  lead  agency  in  the  Executive 
Branch  with  regard  to  the  NPT.   As  such,  NP  expends  considerable  resources  on  NPT 
matters,  including  ensuring  the  widest  possible  adherence  to  the  Treaty. 

The  NPT  continues  to  receive  broad  international  support  as  the  cornerstone  of  the 
international  nuclear  nonproliferation  regime.   There  are  now  more  than  160  parties  to  the 
NPT.   Active  U.S.  efforts  to  promote  support  for  and  increased  adherence  to  the  NPT, 
including  through  regular  consultation  with  NPT  parties  and  non-parties  alike  will  be 
continued  in  1994  and  will  be  sustained  throughout  1995. 

The  United  States  is  committed  to  seeking  the  indefinite,  unconditional  extension  of 
the  Treaty  when  the  parties  meet  in  1995  "to  decide  whether  the  Treaty  shall  continue  in 
force  indefinitely,  or  shall  be  extended  for  an  additional  fixed  period  or  periods.''   ACDA  has 
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initiated  an  extensive  program  of  consultations  with  other  NPT  parties  to  promote  the 
broadest  possible  support  for  the  NPT  and  its  indefinite,  unconditional  extension  in  1995.   In 
1994  and  1995,  ACDA  will  continue  to  lead  USG  preparations  for  the  1995  NPT  Extension 
Conference.  These  preparations  will  include  analysis  of  relevant  issues  and  the  development 
of  U.S.  strategy  and  tactics  for  the  1995  Conference,  the  development  of  interagency 
consensus  on  Treaty  and  Conference  issues,  bilateral  and  multilateral  consultations  and 
diplomatic  approaches,  and  participation  in  the  meetings  of  the  NPT  Preparatory  Committee 
(PrepCom)  and  the  1995  NPT  Conference.   ACDA  will  provide  leadership  to  all  meetings  of 
the  PrepCom  and  to  the  Conference  itself.   ACDA  will  also  reimburse  the  UN  for  the  U.S. 
share  of  the  PrepCom  meetings  and  the  1995  Conference. 

NP  will  also  continue  to  take  a  leading  role  in  promoting  steps  to  bring  the  Treaty  of 
Tlatelolco  into  force.   During  1993,  significant  developments  occurred  that  appear  to  offer 
excellent  prospects  for  the  full  entry  into  force  of  the  Treaty.   Argentina  and  Chile  completed 
their  domestic  ratification  procedures  (Argentina,  for  the  Treaty  and  amendments  adopted  in 
1992,  Chile  for  the  amendments)  in  late  Fall,  and  reportedly  plan  to  deposit  their  instrument 
of  ratification  in  early  1994.   The  Brazilian  Congress  is  also  close  to  completing  its 
ratification  of  the  i992  amendments.   It  is  possible  that  all  three  countries  will  bring  the 
Treaty  fully  into  force  for  their  national  territories  in  early  1994. 

NP  also  worked  closely  with  states  in  Africa  who  have  begun  the  negotiation  of  an 
African  Nuclear  Weapon  Free  Zone  in  1993.  The  U.S.  has  long  supported  such  a  zone  if 
appropriately  structured,  and  ACDA  officials  endeavored  to  promote  an  outcome  that  would 
secure  our  nonproiiferation  objectives  and  be  consistent  with  our  national  security 
requirements. 

IAEA  Safeguards 

NP  will  continue  to  devote  special  efforts  to  help  ensure  the  continued  effectiveness 
and  efficiency  of  IAEA  safeguards.  NP  will  continue  its  efforts  in  1994  and  1995,  including 
participation  in  meeting  of  the  IAEA  Board  of  Governors  and  the  General  Conference,  the 
Technical  Assistance  Coordinating  Committee,  and  various  consultant  and  advisory  groups. 
ACDA  will  also  takes  an  active  role  in  the  Technical  Support  Coordinating  Committee,  an 
interagency  committee  that  provides  funding  in  support  of  IAEA  safeguards  activities. 

Pursuant  to  UN  Security  Council  Resolutions  687,  707,  and  715,  the  IAEA  is 
continuing  its  efforts  to  destroy,  remove,  and  render  harmless  nuclear-related  equipment  and 
material  in  Iraq,  and  planning  for  the  long-term  monitoring  and  verification  of  Iraq's 
compliance  with  the  aforementioned  resolutions.   ACDA  will  continue  to  support  IAEA 
activities  in  this  area. 
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Plutonium  and  HEU  Cutoff 

In  his  September  27  address  to  the  UN  General  Assembly,  President  Clinton 
announced,  inter  alia,  a  comprehensive  approach  to  address  the  growing  accumulation  of 
fissile  material  from  dismantled  weapons  and  within  civil  nuclear  programs.   This  approach 
includes  measures:   to  ban  the  production  of  highly  enriched  uranium  (HEU)  for  nuclear 
explosive  purposes  or  outside  of  international  safeguards;  seek  to  reduce  and  where  possible 
eliminate  the  accumulation  of  stockpiles  of  excess  HEU  and  separated  plutonium;  submit  U.S. 
fissile  material  no  longer  needed  for  our  deterrent  to  inspection  by  the  IAEA;  and  review  long 
term  options  for  plutonium  disposition. 

NP  has  taken  an  active  role  in  the  development  and  implementation  of  this  policy 
during  FY  1993.   We  anticipate  that  NP  will  have  a  greatly  increasing  workload  in  1994  and 
199S  as  we  further  develop  issues  and  implement  proposals  related  to  the  President's 
nonproliferation  initiative.   NP  anticipates  expending  the  greatest  resources  on  development 
and  negotiation  of  an  agreement  on  the  "cutoff  of  the  production  of  HEU  for  nuclear 
explosive  purposes  or  outside  international  safeguards.   Such  an  agreement  would  support 
indefinite  extension  of  the  NPT  and  could  cap  the  amount  of  fissile  material  available  for  use 
in  nuclear  explosives  in  India,  Pakistan  and  Israel.   NP  intends  to  play  a  central  role  in  U.S. 
preparation  for  discussions  of  the  Presidents' s  fissile  material  initiatives  with  allies  and  others. 

Former  Soviet  Union 

ACDA  will  continue  to  participate  in  U.S.  efforts  to  facilitate  reductions  of  former 
Soviet  nuclear  weapons. 

NP  provided  substantial  input  during  1992  and  1993  on  several  proliferation-related 
issues  in  the  former  Soviet  republics  which  are  being  handled  under  the  SSD  discussions. 
These  issues  include:   design  of  a  storage  facility  for  nuclear  material  removed  from 
weapons;  ultimate  disposition  of  high  enriched  uranium,  plutonium  from  weapons  and  state 
systems  of  accounting  and  control  for  nuclear  material,  and  export  controls.   We  will  be 
supporting  on  these  issues  in  1994  and  199S  along  with  efforts  to  improve  nuclear  material 
control  in  former  Soviet  republics  not  covered  under  SSD.   Close  attention  will  be  paid  to  the 
possibilities  for  nuclear  proliferation  in  the  former  Soviet  republics  and  efforts  will  be  made 
to  identify  potential  areas  of  assistance. 

We  anticipate  that  concerns  regarding  nuclear  proliferation  in  the  former  Soviet 
republics  and  issues  related  to  the  storage  and  disposition  of  nuclear  material  from  weapons 
will  result  in  an  increasing  workload. 
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Strategic  and  Eurasian  Affairs 


FY  1994         FY  1995 

Full-time  Equivalent  Personnel  27  28 

Amount  (dollars  in  thousands)  3,463  3,542 


Recent  world  events  have  affected  the  strategic  and  nuclear  area  more  than  any  other 
in  the  arms  control  arena.   In  particular,  the  demise  of  the  Soviet  Union  in  December  1991 
has  had  profound  implications  for  treaties  in  force,  but  has  also  affected  such  treaties  as 
START  I,  whose  entry  into  force  is  still  pending,  but  whose  implementation  is  provisionally 
applied  in  some  areas.   Historically,  the  negotiation  and  implementation  of  agreements  related 
to  strategic  and  theater  offensive  and  defensive  weapons  have  been  carried  out  by  the  Bureau 
of  Strategic  and  Eurasian  Affairs  (SEA),  as  described  below.   Now,  SEA's  mission  has 
expanded  and  includes  new  forms  of  arms  control  and  disarmament  policy  involving  nuclear 
security  issues  with  the  Soviet  Union's  successor  states. 

SEA  carries  out  ACDA's  responsibilities  relating  to  U.S.  efforts  to: 

•  Reduce  and  limit  strategic  and  theater  nuclear-capable  weapons,  in  accordance  with 
national  security  policy  in  order  to  improve  nuclear  stability  and  reduce  the  risk  of 
nuclear  war; 

•  Work  out  implementing  arrangements  for  ABM,  START  I,  START  n,  and  INF 
Treaties  with  the  successor  states  of  the  Soviet  Union;   SEA  chairs  the  interagency 
groups  that  prepare  guidance  to  U.S.  delegations  on  these  subjects; 

•  Facilitate  the  dismantlement  of  the  former  Soviet  Union's  nuclear  weapons  as 
safely  and  rapidly  as  possible  and  ensure  that  the  weapons  remain  safe  and  secure; 

•  Review  U.S.  and  NATO  nuclear  postures  and  policies; 

•  Discuss  cooperation  with  other  states  on  early  warning  and  theater  ballistic  missile 
defense;  and 
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•  Facilitate  the  conversion  of  a  major  portion  of  the  former  Soviet  Union  defense 
industrial  complex  to  peaceful,  market  economy  oriented  activity. 

In  addition  to  these  negotiations  and  backstopping  efforts,  other  SEA  functions 
include: 

•  close  cooperation  with  other  agencies  in  the  area  of  civil  space  application  to 
ensure  that  U.S.  national  security  and  arms  control  interests  are  fully  considered; 

•  provision  of  management  direction  and  administrative  support  for  negotiating  and 
backstopping  records  maintenance; 

•  arms  control  policy  analysis  and  external  research  as  needed  for  formulating 
negotiating  positions  and  other  instructions  to  delegations; 

•  study  of  new  and  emerging  technologies  to  assess  their  potential  development  into 
strategic  weapon  systems;  and 

•  cooperation  with  other  ACDA  elements  in  assessing  Soviet  successor  states' 
compliance  with,  and  implementation  of,  arms  control  agreements. 

SEA  provides  diplomatic,  advisory  and  administrative  personnel  to  support  ACDA's 
participation  in  the  various  arms  control  delegations  concerned  with  the  above  subjects.   SEA 
also  represents  ACDA  in  the  policy-level  interagency  meetings  on  nuclear  positions  and 
policies;  Safety,  Security  and  Dismantlement  (SSD);  ASAT;  and  ABM,  START,  START  JJ, 
and  INF  Treaty  implementation  issues  and  participates  in  related  interagency  working  groups, 
including  nuclear  weapons  safety;  verification;  space  policy;  FSU  defense  conversion;  and 
space  cooperation. 

START  I  Treaty  Implementation 

The  Joint  Compliance  and  Inspection  Commission  (JCIC)  is  the  forum  for  START  I 
implementation  discussions.  SEA  supports  the  Office  of  the  U.S.  Representative  to  the  JCIC, 
which  is  located  in  ACDA,  and  leads  interagency  efforts  in  the  development  of  U.S. 
government  policy  as  it  relates  to  START  I,  through  the  chair  of  the  interagency  JCIC 
backstopping  committee.   This  committee  within  the  U.S.  Government  is  given  principal 
responsibility  for  developing  instructions  for  the  JCIC  Delegation  and  diplomatic 
communications  for  delivery  to  the  governments  of  the  START  I  Parties  in  their  respective 
capitals. 

SEA  and  other  elements  within  ACDA  have  been  actively  involved  in  providing  policy 
recommendations  and  leadership  on  START  Treaty  issues  throughout  1993.  SEA  represented 
ACDA  in  the  various  interagency  groups  which  analyzed  and  reached  resolution  on  many 
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issues  important  to  implementation  of  the  START  Treaty.   SEA  also  provides  the  Delegation 
with  experts  and  support  personnel. 

START  n  Treaty 

SEA  had  a  key  role  in  shaping  the  obligations  of  the  START  II  Treaty  and  in 
supporting  ACDA's  Director  and  Deputy  Director  on  START  II  policy  issues  and  in  the 
high-level  exchanges  that  led  to  the  signature  of  START  II.   SEA  has  similarly  provided 
essential  support  for  the  ratification  of  the  Treaty  and  when  the  Treaty  enters  into  force,  will 
play  a  leading  role  in  supporting  the  Treaty's  implementation  of  the  Treaty  in  the  Bilateral 
Implementation  Commission. 

INF  Treaty 

Although  declared  INF  missile  systems  were  eliminated  by  May  31,  1991,  as  required 
by  the  Treaty,  the  INF  Treaty  remains  in  force  indefinitely  and  provides  for  continuing 
inspections  until  the  year  2001  to  ensure  that  the  ban  on  INF  missiles  is  observed.   The  INF 
Treaty  also  established  a  body,  the  Special  Verification  Commission  (SVC),  that  oversees 
implementation  of  INF  Treaty  activities. 

Multilateralizing  the  previously  bilateral  U.S. -Soviet  INF  Treaty  has  required  working 
out  agreements  between  the  U.S.  and  the  governments  of  the  relevant  Soviet  successor  states 
(e.g.,  Armenia,  Azerbaijan,  Belarus,  Georgia,  Kazakhstan,  Kirgystan,  Moldova,  Russia, 
Tajikistan,  Turkministan,  Ukraine,  and  Uzbekistan)  on  numerous  issues.   In  the  SVC  and 
through  diplomatic  contacts  with  the  actively  participating  successor  states,  (Belarus, 
Kazakhstan,  Russia,  and  Ukraine)  the  U.S.  is  working  to  secure  agreements  to  ensure 
continuation  of  the  viability  of  the  Treaty  regime  and  to  ensure  that  the  United  States  can 
exercise  its  rights  under  the  Treaty.   In  June  1993,  the  United  States  met  with  Belarus, 
Kazakhstan,  Russia,  and  Ukraine  in  Geneva  at  the  first  formal  session  of  the  SVC  to  include 
Belarus  and  Kazakhstan  since  the  collapse  of  the  Soviet  Union.   Additional  discussions  have 
been  held  through  diplomatic  channels  and  on  the  margins  of  the  Sixth  Session  of  the  Joint 
Compliance  and  Inspection  Commission  (JCIC-VT)  in  October  and  November  1993.   Among 
the  tasks  undertaken  was  the  development  of  new  operating  procedures  for  the  SVC,  the 
establishment  of  two  points  of  entry  and  communications  links  and,  the  allocation  of  costs  of 
inspections.   SEA  leads  interagency  efforts  in  the  development  and  implementation  of  U.S. 
policy  relative  to  the  INF  Treaty.   SEA  chairs  the  interagency  Special  Verification 
Commission  (SVC)  Support  Group  (SG)  and  provides  support  to  the  U.S.  Representative  to 
the  SVC,  whose  office  is  located  in  ACDA.   SEA  also  provides  policy  advisors  and  support 
personnel  to  the  SVC  Delegation  in  Geneva. 
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Nuclear  Risk  Reduction  Centers  (NRRC)  Agreement 

Although  the  chief  purpose  of  the  NRRC  is  to  reduce  the  risk  of  nuclear  conflict  by 
providing  direct  high  speed  transmission  of  information  and  notifications  required  by  various 
US-Soviet  agreements  such  as  the  1971  Agreement  on  Measures  to  Reduce  the  Risk  of 
Outbreak  of  Nuclear  War  and  the  1972  Agreement  on  the  Prevention  of  Incidents  on  and  over 
the  High  Seas,  the  NRRCs  also  play  a  crucial  role  in  the  implementation  of  several  arms 
control  agreements,  including  the  INF,  START  I  and  START  II  Treaties,  by  transmitting  the 
notifications  pursuant  to  the  Treaty.   SEA  has  had  an  active  role  in  shaping  policies  associated 
with  the  NRRC  by  participating  in  the  interagency  NRRC  working  group  and  through 
handling  various  NRRC  issues  related  to  the  START  Treaty  within  the  context  of  the  JCIC 
and  SVC  interagency  committees.   Additionally,  SEA  sends  a  representative  to  certain  NRRC 
consultations  abroad. 

Strategic  Defense  Arms  Control  Issues 

During  the  spring  and  summer  of  1993,  three  parallel  developments  laid  the  basis  for 
Administration  policy  in  support  of  the  ABM  Treaty  and  its  viability.   First,  the 
Administration  completed  its  review  of  ABM  Treaty  and  strategic  defense  policy  issues. 
Second,  in  July  the  Administration  affirmed  that  the  traditional  interpretation  of  the  Treaty  is 
the  correct  one:   the  ABM  Treaty  prohibits  the  development,  testing,  and  deployment  of 
sea-based,  air-based,  space-based,  and  mobile  land-based  ABM  systems  and  components 
without  regard  to  the  kind  of  technology  utilized.   The  interagency  review  of  this  issue 
stemmed  from  an  ACDA  initiative,  and,  once  government-wide  concurrence  was  reached,  the 
Acting  Director  of  ACDA  transmitted  the  U.S.  position  to  the  Senate.   Finally,  in  light  of  the 
dramatic  changes  in  the  global  security  environment,  the  Administration  made  decisions 
refocusing  U.S.  ballistic  missile  defense  programs  away  from  national  defense  to  theater 
missile  defense.   While  the  threat  of  a  large-scale  strategic  missile  attack  had  receded 
dramatically,  the  danger  posed  by  the  proliferation  of  theater  ballistic  missiles  had  increased. 
As  a  result,  the  U.S.  ballistic  missile  defense  effort  has  been  reoriented  away  from 
space-based  global  defense  and  toward  theater  missile  defense—the  defense  of  U.S.  forces 
overseas  and  of  our  allies  and  friends.   The  United  States  is  pursuing  an  agreed  understanding 
to  clarify  the  demarcation  between  theater  ballistic  missile  defenses  and  ABM  systems.   At 
the  same  time,  the  United  States  is  seeking  an  agreement  to  settle  the  issue  of  state  succession 
to  ABM  Treaty  rights  and  obligations  in  light  of  the  breakup  of  the  Soviet  Union. 

ABM  Treaty  Review 

The  fourth  ABM  Treaty  Review  was  held  in  Geneva  from  September  27  to  October  1, 
1993.   The  next  such  review  must  occur  prior  to  October  2,  1998.   During  the  last  review, 
the  U.S.  Delegation  was  led  by  the  Acting  Director  of  ACDA.  The  delegations  present  at  the 
review— Belarus,  the  Russian  Federation,  Ukraine,  and  the  United  States-exchanged  views  on 
the  operation  of  the  Treaty,  on  rights  and  obligations  under  the  Treaty,  and  on  the  question  of 
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state  succession  to  the  Treaty  in  light  of  the  breakup  of  the  Soviet  Union.    Commitment  to  the 
traditional  interpretation  of  die  ABM  Treaty  was  reaffirmed  and  it  was  agreed  that 
maintaining  the  viability  of  the  Treaty  remained  important.   All  delegations  at  the  Review 
advocated  continued  efforts  to  strengthen  the  ABM  Treaty,  thus  preparing  the  way  for  the  fall 
sessions  of  the  Standing  Consultative  Commission. 

Standing  Consultative  Commission 

The  Standing  Consultative  Commission  (SCC)  met  twice  this  year  in  Geneva  to 
discuss  ABM  Treaty  issues  of  concern  to  the  two  sides.   ACDA  led  the  U.S.  Component. 
Session  XLV  of  die  Commission  convened  on  November  29  and  continued  until  December  3, 
1993,  while  Session  XL VI  of  the  Commission  met  from  December  6  through  December  17, 
1993.   In  these  sessions,  the  U.S.  focused  not  on  traditional  issues  of  ABM  Treaty 
compliance,  but  on  more  pressing  problems  stemming  from  the  need  (1)  to  establish  a 
multilateral  succession  arrangement  for  purposes  of  the  ABM  Treaty,  in  light  of  the  demise  of 
the  Soviet  Union;  and  (2)  to  make  clear  the  distinction  between  theater  ballistic  missile 
defenses,  which  are  not  limited  by  the  ABM  Treaty,  and  strategic  ballistic  missile  defenses, 
which  are  limited  by  the  Treaty. 

The  Office  of  the  U.S.  Commissioner  to  the  SCC  is  situated  in  ACDA;  SEA  supports 
that  office  and  leads  the  interagency  work  on  policy  formulation  and  backstopping,  including 
chairing  the  interagency  SCC  Backstopping  Committee,  and  provides  representatives  and 
support  staff  for  these  negotiations. 

Safety,  Security  and  Dismantlement 

A  principal  U.S.  security  concern  and  policy  goal  is  the  denuclearization  of  the  former 
Soviet  Union  (FSU).  This  includes  the  total  denuclearization  of  Belarus,  Kazakhstan  and 
Ukraine,  which  have  former  Soviet  nuclear  weapons  located  on  their  territories;  the 
accelerated  reduction  of  Russia's  nuclear  weapons;  and  the  advancement  of  U.S. 
nonproliferation  objectives.   This  U.S.  denuclearization  effort  is  exemplary  of  the 
"nontraditionar  arms  control  approach  necessitated  by  the  dissolution  of  the  Soviet  Union  and 
the  dramatically  changed  political  and  military  context  of  U.S.  relations  with  the  FSU. 

Within  ACDA,  SEA  has  primary  responsibility  for  supporting  this  unique  U.S.  effort. 
This  includes  the  following:    1)  support  for  the  U.S.  Safety,  Security  and  Dismantlement 
(SSD)  program  for  material  and  technical  assistance  to  the  FSU  states  with  former  Soviet 
nuclear  weapons  located  on  their  territories  (This  program  is  funded  by  the  Nunn-Lugar, 
Freedom  Support,  and  Cooperative  Threat  Reduction  Acts);   2)  the  U.S.  early  deactivation 
initiative  for  nuclear  weapons  located  in  Ukraine;  and  3)  U.S.  consultations  with  NATO 
Allies  on  SSD  matters  held  in  both  NATO's  Ad  Hoc  Group  on  Nuclear  Weapons  in  Brussels 
and  in  the  Group-of-7  (G-7). 
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SEA  leads  coordination  of  SSD  issues  within  ACDA  to  ensure  that  issues  are  exposed 
to  the  full  array  of  appropriate  arms  control  perspectives.   SEA  also  works  closely  with  the 
office  of  the  U.S.  SSD  Negotiator,  provides  the  ACDA  member  to  the  U.S.  SSD  Delegation 
and  provides  ACDA  representation  in  SSD  Working  Group  meetings  in  Washington,  D.C. 
SEA  also  participates  in  ad  hoc  working  groups  that  provide  policy  recommendations  on 
specific  SSD  issues,  such  as  fissile  material  storage  and  the  disposition  of  highly-enriched 
uranium  recovered  from  dismantled  former  Soviet  nuclear  weapons. 

Central  Asia 

In  addition  to  its  work  on  the  denuclearization  of  the  FSU,  SEA  also  has  broader 
responsibilities  within  ACDA  for  political,  military  and  economic  issues  in  Central  Asia  that 
are  related  to  arms  control.  This  includes  participating  in  the  Central  Asia  Working  Group 
chaired  by  the  NSC  and  following  developments  in  former  Soviet  central  Asian  republics. 

U.S.-NATO  Nuclear  Weapons  Policy 

SEA  also  continues  to  have  principal  responsibility  in  ACDA  for  U.S.-NATO  nuclear 
weapons  policy  and  planning  issues.   This  includes  providing  a  representative  to  the  NATO 
High  Level  Group  in  Brussels  where  such  issues  are  formally  discussed.   More  broadly,  SEA 
retains  responsibility  for  issues  concerning  U.S.  theater  (short-range)  nuclear  weapons  and 
countries'  "No  First  Use"  policies  relating  to  nuclear  weapons. 

Defense  Conversion 

SEA  is  responsible  within  the  agency  for  developing  defense  conversion  policy 
regarding  the  New  Independent  States  of  the  former  Soviet  Union,  prototype  FSU  defense 
conversion  programs  and  to  ensure  the  U.S.  understanding  of  defense  conversion  issues  in 
China  (PRC).   SEA  works  closely  with  DOE,  State  (Office  of  the  Coordinator  for  U.S. 
Assistance  to  the  New  Independent  States  and  Office  of  Politico-Military  Affairs),  DOD  and 
Commerce.   In  coordination  with  DOE,  State  and  Russia's  Ministry  of  Atomic  Energy,  SEA 
has  developed  a  prototype  program  of  entrepreneurial  training  workshops  for  Russian  nuclear 
weapon  scientists  and  is  exploring  ways  to  leverage  limited  USG  investment  by  promoting 
partnership  with  U.S.  industry.   SEA  supports  the  ACDA  Director  on  the  Defense 
Conversion  Interagency  Working  Group  and  on  the  U.S. -Russia  Commission  on  Defense 
Industry  Conversion,  plus  similar  possible  or  proposed  commissions  with  Kazakhstan, 
Belarus,  Ukraine  and  China.   In  the  case  of  the  FSU,  ACDA's  defense  industry  conversion 
objectives  are  to  promote  arms  control  and  nonproliferation.   This  includes  the  various  modes 
for  facilitating  conversion  of  much  of  the  oversized  science/weapons  R&D  establishment  to  a 
market-oriented  industrial  R&D  function,  preventing  "brain  drain"  of  weapons  scientists  and 
engineers  and  assisting  economic  recovery  to  support  political  stability.   For  China,  the  focus 
is  on  acquiring  an  understanding  of  defense  conversion  in  a  centrally  planned  economy  as  a 
background  to  further  work  in  the  FSU. 
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Intelligence,  Verification  and  Information  Support 


Full-time  Equivalent  Personnel 
Amount  (dollars  in  thousands) 


The  Bureau  of  Intelligence,  Verification,  and  Information  Support  (TVT)  has  two  major 
areas  of  responsibility.   First,  IVI  provides  expert  analysis  and  support  to  the  Agency  with 
respect  to  the  full  panoply  of  intelligence  and  verification  issues  on  arms  control.   IVI 
contains  two  intelligence  divisions,  one  devoted  to  research  and  the  other  providing  current 
intelligence  support,  and  a  Division  of  Verification  and  Compliance.  IVI's  intelligence  and 
verification  functions  are  addressed  in  Section  1.   IVI's  second  area  of  responsibility  is 
information  support.   The  Office  of  Operations  Analysis  and  Information  Management 
prepares  all  computer-based  arms  control  analysis  and  data  bases  as  well  as  managing  the 
Agency's  computer  and  telecommunications  assets.   As  part  of  this  information  support 
function,  IVI  also  overseas  ACDA's  external  research  budget,  and  coordinates  all  arms 
control  research  funded  by  other  U.S.  Government  agencies.   IVTs  information  support 
functions  are  addressed  in  Section  2. 

Section  1  -  Intelligence  and  Verification 

Assessment  of  verification,  implementation  and  compliance  with  arms  control  agreements, 
are  an  essential  component  of  the  Agency's  statutory  responsibilities  under  Section  61  of  the 
Arms  Control  and  Disarmament  Act.   Moreover,  the  conclusion  of  the  Cold  War  and  the 
resulting  succession  of  arms  control  successes  combine  to  add  significantly  to  the  Agency's 
responsibilities  in  the  area  of  verification  and  compliance  analysis,  thus  increasing  the  breadth 
of  these  responsibilities. 

In  addition  to  executing  ACDA's  treaty-specific  verification  and  compliance 
responsibilities,  pursuant  to  Section  35  of  the  Arms  Control  and  Disarmament  Act,  IVI  also 
oversees  and  supports  the  Director  in  the  effective  coordination  of  research  and  development 
on  arms  control,  nonproliferation,  and  disarmament  issues  between  the  departments  and 
agencies  of  the  Executive  Branch.   To  ensure  Executive  Branch  responsiveness  to  policy 
requirements  as  well  as  fiscal  accountability,  the  Bureau  closely  monitors  as  well  as 
participates  in  the  development  of  government-wide  requirements  for  arms  control  R&D. 
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IVI  carries  the  primary  responsibility  to  support  the  Agency's  statutory  role  as  the  definitive 
repository  for  negotiations  documents  such  as  negotiating  records  and  electronically  archived 
treaty  texts.   Lastly,  IVI  provides  economic  analytical  support  to  the  Agency  and  to  the 
interagency  for  economic  aspects  of  arms  control  and  national  security. 

The  Bureau  plays  the  leading  role  in  carrying  out  ACDA's  statutory  responsibility  for 
providing  the  Congress  annually  with  The  President's  Report  to  Congress  on  Soviet 
Noncompliance  with  Arms  Control  Agreements.   Further,  in  accordance  with  the  mandate  of 
Section  52  of  the  ACDA  Act,  the  Director  submits  annually  a  report  prepared  by  IVI  entitled 
Adherence  to  and  Compliance  with  Arms  Control  Agreements.   This  report  details  the 
process  by  which  the  U.S.  Government  ensures  U.S.  compliance  with  its  arms  control 
obligations,  addresses  any  charges  of  U.S.  noncompliance,  and,  in  addition,  evaluates  other 
nations'  compliance  with  arms  control  agreements.   In  January  1993,  these  two  reports  were 
combined  into  a  single  report  and  submitted  to  the  Congress.   Under  Section  37  of  the  Arms 
Control  and  Disarmament  Act,  ACDA  is  also  required  to  submit  reports  on  the  verifiability  of 
U.S.  arms  control  agreements.   Such  reports  were  recently  presented  to  the  Congress  with 
respect  to  the  START  Treaties. 

IVI  also  chaired  or  co-chaired  the  following  interagency  groups: 

•  Korean  Verification  Working  Group 

•  Biological  Weapons  Verification  Task  Force 

•  Chemical  Weapons  Verification  Task  Force 

•  Nuclear  Testing  Backstopping  and  Implementation  Working  Group 

•  CTB  Verification  and  Monitoring  Task  Force 

•  Verification  and  Compliance  Analysis  Working  Group 

•  Intelligence  Community  Measures  and  Signature  Intelligence  Arms  Control 
Subcommittee 

•  Verification  Technology  Working  Group 

IVI  represents  ACDA  on  a  variety  of  Intelligence  Community  working  groups  including 
the  Intelligence  Policy  Coordinating  Committee,  the  Community  Non-Proliferation 
Committee,  and  the  Weapons  and  Space  Systems  Intelligence  Committee. 

The  Intelligence  and  Verification  Component  of  IVI  is  organized  into  three  divisions: 
Verification  and  Compliance  (VC),  Intelligence  Resources  (IR),  and  Intelligence  Research  and 
Analysis  (IRA).   IVI  assists  in  the  development  of  verification  and  compliance  policy, 
provides  direct  support  to  treaty  negotiations  with  respect  to  verification  concerns,  and  assists 
in  drafting  treaty  text.   IVI  plans,  organizes  and  supervises  studies  and  policy  papers  prepared 
within  the  Agency,  and  reviews  those  prepared  by  other  organizations,  with  respect  to  the 
verifiability  of  provisions  of  current  and  potential  arms  control  agreements.   IVI  prepares 
analyses  of  information  on  implementation  issues  associated  with  agreements  and  assessments 
of  compliance  by  other  states  with  existing  arms  control  agreements  to  which  the  United 
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States  is  a  party,  and  makes  assessments  of  possible  new  systems,  devices,  and  capabilities 
for  verification  purposes.   IVI  also  carries  our  liaison  with  intelligence  and  scientific  agencies 
concerned  with  systems,  techniques,  and  instruments  useful  for  verification. 

Upcoming  Activities  -  Intelligence  and  Verification 

•  Prepare  statutorily  required  annual  reports  to  the  Congress:   The  President's  Report  to 
Congress  on  Soviet  Noncompliance  with  Arms  Control  Agreements  and  Adherence  to 
and  Compliance  with  Arms  Control  Agreements. 

•  Continue  to  provide  expert  verification  advisory  support  and  ACDA  representation  to 
ongoing  negotiations  on  a  Comprehensive  Test  Ban,  regional  arms  control 
arrangements,  and  chemical  weapons  agreements  (bilateral  and  multilateral). 


• 


Support  U.S.  verification  goals  for  the  CTBT  through  implementation  of  an  on-going 
process  for  collecting,  analyzing  and  distributing  seismic  data  from  worldwide  seismic 
networks. 

•  Continue  to  provide  expert  verification  advisory  support  and  ACDA  representation  for 
implementation  and  compliance  of  TTB,  START,  INF,  Open  Skies,  and  CFE  Treaties 
through  their  appropriate  commissions:  BCC,  JCIC,  SVC,  OSCC,  and  JCG 
respectively. 

•  Continue  to  provide  verification  guidance  to  the  On-Site  Inspection  Agency  (OSIA) 
through  the  established  interagency  mechanism. 

•  Continue  to  provide  for  staff  and  technical  resources  necessary  to  deal  with  both  the 
verification  requirements  of  future  arms  control  agreements  and  the  implementation 
and  compliance  needs  of  current  treaties. 

•  Contribute  to  interagency  evaluation  of  verification  measures  for  the  Biological 
Weapons  Convention  proposed  by  the  International  Verification  Experts  Group. 

•  Support  the  work  of  the  CWC  PrepCom  with  respect  to  inspection  and  other 
verification  issues. 

•  Assist  in  the  planning  of  and  participate  in  the  two  inspections  to  be  held  pursuant  to 
the  Antarctica  Treaty. 

Section  2  -  Information  Support 

The  Office  of  Operations  Analysis  and  Information  Management  (rVT/OI)  provides 
analytical,  mathematical  and  statistical  support  to  other  ACDA  Bureaus  and  Offices,  as  well 
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as  management  of  the  Agency's  computer  facilities.   The  IVI/OI  office  is  responsible  for  the 
management  of  the  Agency's  external  research  program  and  the  coordination  of  arms  control 
related  research  conducted  by  other  Government  Agencies.   The  Chief  of  the  Office  of 
Operations  Analysis  and  Information  Management  is  also  assigned  Agency-wide 
responsibilities  of  Chief  Information  Officer  (CIO)  as  part  of  the  Information  Resources 
Management  (KM)  mission.   The  Office  was  recently  organized  into  four  functional  Sections 
to  permit  the  Chief  Information  Officer  to  more  effectively  respond  to  ACDA's  rapidly 
changing  role.   Since  the  dynamic  nature  of  arms  control  requires  advanced  information 
management  systems,  ACDA  has  developed  a  blueprint  ensuring  effective  intra  and 
interagency  support  for  all  aspects  of  arms  control  issues.  The  Office  chairs  ACDA's 
Research  Review  Board  which  oversees  the  agency's  external  research  program;   chairs  the 
Arms  Control  Research  Coordinating  Committee  an  interagency  committee  which  coordinates 
arms  control  related  research  and  data  bases;   publishes  the  AnFWfll  Report  to  the  Congress 
on  Anns  Control  Studies:  and  manages  the  Foster  Fellow  (visiting  scholars  fellowship)  and 
the  Hubert  Humphrey  (Ph.D.  fellowship)  programs. 

The  Operations  Analysis  (OA)  Section  provides  Agency-wide  research,  studies  and 
analysis  support  and  participates  in  the  development  of  government-wide  requirements  for 
arms  control  R&D  and  implementation  to  ensure  responsiveness  to  policy  requirements  as 
well  as  fiscal  accountability.   OA  also  provides  Agency-wide  mathematical  and  statistical 
support. 

The  Information  Management  (IM)  Section  provides  Agency-wide  information  retrieval 
services  to  include  the  ARENA  database,  an  automated  record  that  permits  searches  of  the 
complete  text  of  all  treaties  and  negotiations  entered  into  by  the  United  States  and  the 
ACCORD  database,  the  official  U.S.  Government  repository  (Archives)  for  arms  control  data 
generated  pursuant  to  treaties.    In  addition,  the  IM  Section's  missions  include  Agency-wide 
Information  Resources  Management  Services  and  the  operations  of  the  Agency  Records 
Management  Program. 

The  Economic  Analysis  (EA)  Section  produces  the  Agency's  World  Military 
Expenditures  and  Arms  Transfer  Report  fWMEAT)  report  and  prepares  regular  U.S. 
submissions  of  arms  trade  and  military  expenditure  data  to  the  United  Nations.   The  Section 
also  supports  ACDA's  FSU  Defense  Conversion  program  and  handles  other  economic  aspects 
of  arms  control. 

The  Computer  Operations  Section  (CO)  provides  computer  operations  support  and 
management  of  all  ACDA  information  systems.   This  includes  management  of  all  computer 
facilities,  day-to-day  operations,  telecommunications  support,  installation  of  equipment  and 
software,  applications  development,  performance  testing  and  analysis,  operational  systems 
planning  support,  and  training. 
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Recent  Activities  -  Information  Support 

•  Sponsored  workshops  to  provide  for  analytical  models  of  regional  arms  control 

•  Defined  a  framework  for  nonproliferation  analysis  of  issues 

•  Conducted  studies  on  multipolar  stability  and  examined  options  for  countering 
Ukrainian  proliferation  concerns 

•  Regularly  updated  the  ARENA  databases  of  negotiation  texts,  providing  users  with 
advanced  full  text  and  key  field  searches  of  major  arms  control  records 

•  Implemented  the  computer-based  imaging  system  for  management  of  the  Executive 
Secretary's  Paperwork  Retrieval,  Imaging  and  Tracking  System 

•  Created  a  computerized  federal  repository  for  data  generated  pursuant  to  treaties, 
known  as  the  Arms  Control  Community  On-line  Repository  of  Treaty  Data 
(ACCORD) 

•  Installed  a  UNIX-based  Silicon  Graphics  Seismic  Data  Workstation  in  FY- 1993  to 
enable  the  analysis  of  worldwide  seismic  data 

•  Developed  an  electronic  bulletin  board  for  the  Agency's  Public  Information  Office 
Implemented  a  computer  system  in  The  Hague,  Netherlands  to  support  the  U.S. 
delegation  to  the  Preparatory  Commission  for  the  Chemical  Weapons  Convention 

•  Implemented  mobile  office  computer  support  capability  for  arms  control  delegations 
working  in  the  former  Soviet  Union  so  that  they  have  access  to  modern  data 
processing  equipment  and  satellite  communications  capability 

•  Established  E-mail  connectivity  between  ACDA  and  the  Department  of  State 

•  Integrated  Wang/VAX  computer  systems  providing  users  access  to  a  multitude  of 
applications  on  the  VAX  computer  system 

Upcoming  Activities  For  Information  Support  Necessary  for  FY-1995  (  many  of  which 
will  be  initiated  during  FY-1994) 

•  Create  computer  automation  for  the  Office  of  National  Authority  (ONA)  for  the 
Chemical  Weapons  Conventions.   This  requires  software  to  collect  and  consolidate 
reports  on  Chemical  Industry  and  government  facilities. 

•  Provide  ACDA-wide  Office  Automation  Support  through  transition  to  state-of-the-art 
client/server  networks.   ACDA  will  migrate  to  open  system-based  client/server 
architecture  and  eventually  will  replace  all  existing  proprietary  processors. 
Information  handling  will  eventually  include  correspondence  management  and  tracking 
systems  (with  on-line  retrieval)  of  all  incoming  documents,  integration  of  operational 
taskers  database,  and  an  Agency-wide  network  via  E-mail  for  paperless 
correspondence/ tasker  tracking. 

•  Provide  a  state-of-the-art  computer  based  system  to  disseminate  telegrams 
electronically  and  implement  a  message  handling  system  throughout  the  Agency. 
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•  Replace  all  proprietary  obsolescent  computer  equipment  in  the  ACDA  facilities  in 
Geneva,  Switzerland  with  PC-based  client-server  architecture.  ACDA  will  also 
upgrade  on-site  secure  point-to-point  computer  telecommunications  equipment  in  the 
ACDA  offices  in  Vienna,  Austria,  and  in  The  Hague,  Netherlands 

•  Provide  R&D  analytical  support  and  information  management  for  all  arms  control  and 
nonproliferation  efforts,  including  enhanced  methods  of  verifying  data  exchanged  as 
part  of  INF,  START,  CFE,  OPEN  SKIES  and  the  TTBT. 

•  Develop  methodologies  to  assess  the  causes  and  impacts  of  regional  arms  races 

•  Continue  research  and  application  of  tools  of  decision  analysis  and  structured  thinking 
to  arms  control  issues  such  as  covert  programs  to  develop  weapons  of  mass 
destruction;  policy  alternatives  toward  North  Korea;  structuring,  posturing  and 
adequacy  of  military  forces;  and  the  relationship  between  arms  transfers  and  export 
policy 

•  Continue  research  concerning  alternative  analytical  methodologies  for  analyzing 
regional  and  global  arms  control,  disarmament  and  nonproliferation  issues.   These 
analyses  entail  both  theoretical  formulations  and  application  of  existing  models  to  real 
world  problems,  for  the  purposes  of  evaluating  previously  conceived  policy 
alternatives  and  for  developing  new  alternatives. 

•  Develop  the  communications  channels,  data  bases  and  data  presentation  devices  to 
facilitate  mutual  communications  between  the  diverse  groups  vested  in  arms  control 
including  policy  makers,  technologists,  analysts,  media,  military,  etc. 

•  Design  and  develop  treaty-specific  computer  applications  necessary  to  analyze  and 
manipulate  the  new  substantial  quantities  of  data  generated  by  arms  control  agreements 
such  as  CFE,  START,  and  CWC. 
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Support  Functions 


FY  1994         FY  1995 

Full-time  Equivalent  Personnel  71  71 

Amount  (dollars  in  thousands)         17,292  17,739 


The  Agency's  support  functions  are  provided  by  the  Offices  of  Administration, 
Congressional  Affairs,  the  General  Counsel,  and  Public  Information. 

The  Agency  provides  primary  administrative  support  and  substantive  backstopping  for 
delegations  involved  in  arms  control  negotiations.   ACDA  provides  support  to  the  numerous 
arms  control  fora  including  the  BCC,  BWC,  BIC,  JCC,  JCIC,  JCG,  MTCR,  NTT,  SCC, 
SSD,  and  SVC.   For  the  CD  and  the  CWC,  ACDA  provides  most  of  the  staffing  and 
financial  support.   In  other  multilateral  negotiations,  such  as  the  CSCE,  which  receive  their 
principal  administrative  support  from  the  Department  of  State,  ACDA  provides  supplemental 
support. 

The  Office  of  Administration 

The  Office  of  Administration  is  responsible  for  providing  the  Agency  with  necessary 
administrative  support  in  Washington,  as  well  as  the  various  arms  control  delegations 
overseas.   At  headquarters,  the  Office  accomplishes  this  objective  through  its  Financial 
Management,  Contracts,  and  Personnel  and  General  Services  staffs.   Overseas,  ACDA 
facilitates  the  bulk  of  its  delegation  support  requirements  through  a  small  administrative  staff 
located  at  the  U.S.  Mission  in  Geneva,  Switzerland. 


The  Office  of  Congressional  Affairs 

The  Office  of  Congressional  Affairs  (CA)  has  the  primary  responsibility  for  Congressional 
Liaisons,  coordination  and  representation.   These  activities  include  preparation  for  and 
attendance  at  Congressional  briefings,  consultations,  and  hearings,  including  the  Agency's 
biannual  authorization  request.   The  office  also  assists  in  the  preparation  for  visits  by 
members  of  Congress  to  our  negotiating  fora  and  is  responsible  for  Congressional  inquiries. 
The  status  of  proposed  and  existing  arms  control  agreements,  and  the  inter-  and  intra-agency 
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coordination  of  arms  control  Congressional  matters  are  also  included  in  the  liaison  activity. 
Communication  between  the  Agency  and  Congressional  committees,  members  and  staffs, 
formal  and  informal,  are  designed  to  keep  Congress  informed  of  our  arms  control  efforts. 
This  process  includes  obtaining  insights  by  CA  for  suggestions  and  initiatives  within  ACDA. 

During  1994,  the  Office  of  Congressional  Affairs  will  be  responsible  for  ACDA's  role  in 
obtaining  congressional  advice  and  consent  to  ratification  of  the  Chemical  Weapons 
Convention  and  enactment  of  corresponding  implementing  legislation  as  well  as  ACDA's 
efforts  to  obtain  congressional  approval  to  strengthen  ACDA  and  authorize  its  annual 
appropriation.   ACDA  also  has  the  responsibility  for  being  the  liaison  between  the  Executive 
Branch  and  the  House  and  Senate  Arms  Control  Observer  Groups.   The  Office  of 
Congressional  Affairs  will  manage  this  effort  which  will  include  regularized  briefing  with  the 
members  of  the  Observer  Groups  on  the  status  of  U.S.  arms  control  negotiations  and  policies 
and  coordination  of  written  summaries  of  the  arms  control  negotiations  which  will  be 
transmitted  to  the  House  and  Senate  Arms  Control  Observer  Groups.   In  this  regard,  the 
Office  of  Congressional  Affairs  will  keep  the  Congress  apprised  of  the  status  of  the  various 
arms  control  activities  of  the  U.S.  government  including  presidential  initiatives  such  as  the 
Comprehensive  Test  Ban  negotiations  and  the  proposal  to  ban  the  production  of  fissile 
material  for  weapons  purposes. 

The  Office  of  the  General  Counsel 

The  Office  of  the  General  Counsel  is  responsible  for  all  matters  of  domestic  and 
international  law  relevant  to  the  work  of  the  Agency.   The  Office  is  particularly  involved  in 
the  drafting  and  negotiating  of  arms  control  treaties  and  agreements,  and  their 
implementation,  interpretation,  ratification,  review  and  revision. 

An  attorney  from  the  Office  serves  as  the  Legal  Adviser  to  each  U.S.  arms  control 
delegation.   Particular  negotiations  in  which  ACDA  attorneys  have  most  recently  played  a 
significant  role  included  those  of  Safety,  Security  and  Dismantlement,  Chemical  Weapons, 
and  Peaceful  Nuclear  Cooperation  with  EURATOM.   Office  attorneys  also  serve  as  Legal 
Adviser  to  U.S.  delegations  to  conferences  reviewing  existing  arms  control  agreements,  such 
as  the  1992  Review  Conference  of  the  Environmental  Modification  Convention  and  the  ABM 
Treaty  Review,  and  to  U.S.  delegations  at  sessions  of  several  implementing  commissions, 
including  the  Joint  Compliance  and  Inspection  Commission  (START  implementation),  the 
Joint  Consultative  Group  (CFE  implementation),  the  Standing  Consultative  Commission 
(ABM  implementation),  the  Special  Verification  Commission  (INF  implementation),  the 
Bilateral  Consultative  Commission  (TTBT  implementation),  and  the  Preparatory  Commission 
for  the  Organization  for  the  Prohibition  of  Chemical  Weapons  (preparation  for  CWC 
implementation).   The  Office  is  also  responsible  for  all  legal  aspects  of  the  nonproliferation 
responsibilities  of  the  Agency.   During  the  past  year,  attorneys  from  the  Office  played  a 
central  role  in  the  ratification  of  the  Open  Skies  Treaty  and  the  submission  of  the  Chemical 
Weapons  Convention  to  the  Senate  for  its  advice  and  consent  to  ratification. 
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In  addition,  the  Office  of  the  General  Counsel  handles  all  legal  matters  relating  to  arms 
control  policy  formulation  and  ACDA  legislative  programs,  including  the  drafting,  application 
and  interpretation  of  such  legislation.   The  Office  carries  out  liaison  as  required  with  the 
Legislative  Reference  Division  of  the  Office  of  Management  and  Budget.    As  counsel  to  the 
Director,  the  Office  handles  all  legal  aspects  of  Agency  policies  and  operations  in  the  areas  of 
personnel,  ethics,  security,  patents.  Freedom  of  Information  Act  (FOIA),  contracts, 
procurement,  and  fiscal  and  other  administrative  matters. 

The  Office  of  Public  Information 

The  Office  of  Public  Affairs  has  been  renamed  the  Office  of  Public  Information  (PI)  to 
reflect  the  substantially  increased  emphasis  on  fulfilling  ACDA's  Congressionally-mandated 
responsibilities  in  this  area.   To  better  meet  burgeoning  publications  and  public  diplomacy 
requirements,  two  divisions  have  been  established  within  PI  to  provide  the  office  with  much- 
needed  structure  and  to  handle  expanded  tasks. 

The  Publications  and  Media  Division  produces  a  range  of  materials,  including  press 
releases,  fact  sheet  brochures,  ACDA  News.  News  Roundup.  Special  Edition  of  the  ACDA 
News,  reports,  compendiums  of  treaties  and  agreements,  historical  documents,    ACDA 
Newsletter.  Current  Articles  of  Interest,  and  Studies  in  Arms  Control  and  Nonproliferation. 
In  addition,  PI  created  an  Electronic  Bulletin  Board  this  year  to  better  serve  the  American 
public.    Interested  persons  can  access  our  unclassified  documents  on  a  separate  computer 
system  from  their  home  or  office. 

In  its  spokesperson  role,  PI  works  to  ensure  that  the  media  and  other  priority  audiences 
have  an  accurate  and  complete  understanding  of  international  events  relating  to  U.S.  arms 
control  and  nonproliferation  policies  and  related  issues.   PI  regularly  issues  press  releases  and 
sets  up  media  interviews  and  speaking  engagements  for  ACDA  officials  before  public  groups 
--  civic,  professional,  academic,  and  others. 

The  Public  Diplomacy  Division  provides  substantive  and  administrative  support,  under  the 
aegis  of  the  National  Security  Council,  for  the  Public  Diplomacy  Interagency  Working 
Group,  which  the  Director  of  PI  chairs.    This  Working  Group  recently  was  established  by  PI, 
after  being  dormant  for  several  years.    PI  coordinates  ACDA  public  diplomacy  activities, 
drafts  and  produces  public  diplomacy  materials,  promotes  and  orchestrates  outreach  activities 
to  nongovernmental  organizations  and  academe,  and  sets  up  conferences  and  seminars. 

Finally,  PI  provides  the  Director  and  senior  Agency  officers  with  policy  advice  on  the 
public  affairs  implications  of  current  and  proposed  U.S.  arms  control  and  nonproliferation 
policies. 
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United  States  Arms  Control  and  Disarmament  Agency 

Proposed  Obligations  by  Category 


Fiscal  Year  1995  Request 
(S000) 

CW  PrepCom  &  OPCW  (22. 8%)  -y"^ 

$14,000                 / 

^^— Program  Operations  (33.5%) 

n                $20,498 

NPT  RevCon  (3.7%) — f^^^^^^& 
$2,278 

^B                                                ^-External  Research  (1.6%) 

Personnel  Compensation  (38.4%)-' 
$2332 

Total  $61,278 
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United  States  Arms  Control  and  Disarmament  Agency 

Obligations  By  Object  Class 

($000) 

Change 

FY  1994 

FY  1995 

±Jz 

personnel  compensation 

Full-Time  Permanent 

11,320 

11,730 

410 

Other  Than  Full-Time  Permanent 

1,442 

1,442 

Reimbursable  Details: 

State  Department 

3,202 

3,202 

Military 

3,135 

3,135 

Consultants 

450 

450 

Over-Time  and  Holiday  Pay 

250 

250 

TOTAL  PERSONNEL  COMPENSATION 

19,799 

20,209 

410 

BENEFITS 

3.190 

3,293 

lfl2 

TOTAL  PERSONNEL  COMPENSATION  &  BENEFITS 

22,989 

23,502 

513 

OTHER  OBLIGATIONS 

Travel,  Per  Diem,  &  Transportation 

3,265 

3,500 

235 

Rents,  Communications,  &  Utilities 

1,700 

1,700 

Printing  &  Reproduction 

40 

40 

Assessments  to  International  Organizations: 

CWC  PrepCom/OPCW 

9,500 

14,000 

4,500 

NPT  ExtCon 

435 

2,278 

1,843 

Other  Services: 

Informational  Technology 

4,000 

4,300 

300 

Overseas  Administrative  Support 

6,865 

7,162 

297 

Domestic  Administrative  Support 

3,406 

3,496 

90 

External  Research 

1,000 

1,000 

Supplies 
TOTAL  OTHER  OBLIGATIONS 

300 
30,511 

300 
37,776 

7,265 

TOTAL  OBLIGATIONS 

53.500 

61.278 

7.778 

=== 
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United  States  Arms  Control  and  Disarmament  Agency 


Budget  Request  by  Bureaus  and  Support  Functions 


Fiscal  Year  1994 


^Director  (10.8%) 


Support  Functions  (32.3%)—^ 


MA  (25  4%) 


M(17.40/ 


NP  (7.6%) 
SEA  (6.5%) 


Fiscal  Year  1995 


Director  (9.5%) 


Support  Functions  (28.9%) 


I VI  (15.7%) 


MA  (29  8%) 


SEA  (5.8%) 


NP(10  3%) 
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United  States  Arms  Control  and  Disarmament  Agency 


Schedule  of  Consulting  Services 

1993 

1994 

1995 

Actual 

Estimate 

Estimate 

Account  Title  and  Symbol 

Salaries  and  Expenses: 
No.   94-0100-0-1-153 

I.     Management  and 

Professional  Support  Services 

0 

0 

0 

11.     Studies,  Analysis  and 
Evaluation 

1,167 

1,255 

1,200 

HI.   Engineering  and  Technical 
Services 

0 

0 

0 

TOTALS 

$1,167 

$1,255 

$1,200 

ACDA  consulting  services  are  planned  to  support  various  program  activities  within  the 
Agency.   These  supplementary  resources  are  used  to  address,  but  not  limited  to,  the  Administration's 
initiatives  in  the  areas  of  arms  control,  nonproliferation  and  disarmament.   For  FY  1994-95, 
particular  emphasis  will  be  given  to  efforts  toward  the  extension  of  the  NPT,  implementation  of  the 
CWC  and  nuclear  testing. 
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Mr.  Carr.  Your  statement  will  be  made  part  of  the  record,  and 
if  you  have  some  summary  remarks  to  make,  you  may  proceed. 

Opening  Statement 

Mr.  HOLUM.  Thank  you,  Mr.  Chairman.  This  is  my  first  congres- 
sional testimony,  as  you  know,  as  Director  of  the  U.S.  Arms  Con- 
trol and  Disarmament  Agency.  I  am  honored  to  appear  before  this 
subcommittee  with  its  record  of  strong  support  for  arms  control; 
and  I  am  honored  to  appear  before  you,  Mr.  Chairman,  because 
your  thoughtful  work  on  arms  control  over  the  past  two  decades 
has  been  a  major  contribution  to  U.S.  national  security.  I  salute 
you  for  it. 

Most  of  all,  I  am  honored  that  the  President  and  the  Congress 
have  given  me  the  responsibility  and  the  opportunity  to  lead  ACDA 
at  this  critical  time. 

The  world  has  changed  since  you  and  I,  Mr.  Chairman,  began 
our  arms  control  involvement  at  the  time  of  SALT  II.  With  the  end 
of  the  Cold  War,  there  was  reason  to  hope  that  arms  would  tend 
to  wither  away  and  the  need  for  arms  control  would  recede. 

In  fact,  the  opposite  has  occurred.  The  bipolar  nuclear  standoff 
has  been  replaced  by  a  constantly  shifting  multipolar  array  of  what 
President  Clinton  accurately  describes  as,  "rampant  arms  prolifera- 
tion, bitter  regional  conflicts,  ethnic  and  nationalist  tensions  and 
fanatics  who  seek  to  cripple  the  world's  cities  with  terror." 

This  environment  means  more  for  ACDA  to  do,  rather  than  less. 
It  means  harder  challenges,  rather  than  easier  ones.  It  means,  in 
particular,  a  greater  need  for  ACDA's  unique  capability  for  complex 
multilateral  negotiation. 

The  specter  of  the  1960s  was  drawn  by  Wheeler  and  Burdick's 
novel,  Fail  Safe,  about  a  multimegaton  U.S.-Soviet  Union  nuclear 
exchange  nobody  wanted  but  which  happened  anyway.  Now  the 
specter  of  the  1990s  is  drawn  by  Clancy's  novel,  The  Sum  of  All 
Fears,  about  a  single  100-kiloton  bomb  set  off  in  the  U.S.  by  nihilis- 
tic terrorists  who  combine  possession  of  plutonium  with  the  desire 
to  kill  people  at  random. 

Although  the  explosive  power  of  today's  nuclear  threat  is  an 
order  of  magnitude  less,  its  probability  of  occurrence  is  more  than 
an  order  of  magnitude  higher.  In  one  sense,  we  are  more  secure, 
but  in  another  sense,  we  are  less  so. 

Recognizing  what  ACDA  can  do  for  national  security,  President 
Clinton  has  decided  to  revitalize  it. 

As  the  Director,  I  am  the  principal  advisor  to  the  President  on 
arms  control,  nonproliferation  and  disarmament  matters. 

ACDA  leads  the  government's  efforts  to  extend  the  Nuclear  Non- 
Proliferation  Treaty  and  to  negotiate  the  Comprehensive  Test  Ban 
Treaty.  The  importance  of  each  of  these  measures  is  impossible  to 
overstate.  Both  are,  with  good  reason,  top  presidential  priorities. 

ACDA  leads  our  government's  implementation  of  the  Chemical 
Weapons  Convention,  the  most  massive  undertaking  in  the  history 
of  arms  control. 

Please  note,  Mr.  Chairman,  that  these  three  undertakings  are 
the  major  arms  control  centers  of  the  1990s,  and  all  are  multilat- 
eral rather  than  bilateral.  This  is  a  dramatic  difference  from  the 
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days  of  SALT  II.  Each  of  the  three  is  a  major  challenge,  and  a 
major  opportunity  for  ACDA's  unique  capabilities. 

ACDA  leads  U.S.  Government  implementation  of  the  ABM  Trea- 
ty, the  INF  Treaty  and  the  START  Treaty.  We  participate  in  policy 
formulation,  negotiation,  implementation  and  verification  on  an  ex- 
tensive list  of  other  arms  control  issues.  They  are  listed  in  my 
statement  for  the  record  and  are  described  in  more  detail  in  the 
ACDA  annual  report  that  will  be  coming  to  you  shortly. 

[The  biographical  sketch  and  prepared  statement  of  Mr.  Holum 
follow:] 
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Mr.  Holum  has  been  selected  by  President  Clinton  to  be  the  nominee  /or  Director,  U.S.  Arms 
Control  and  Disarmament  Agency  (ACDA).  He  served  on  Clinton's  1992  Presidential 
campaign  as  a  defense  and  foreign  policy  advisor  and  assisted  in  the  1993  transition  to  the  new 
administration.  He  previously  served  as  Executive  Director  of  the  platform  drafting  committee 
and  the  platform  committee  for  the  1992  Democratic  National  Convention. 

Mr.  Holum  worked  on  a  potential  exploratory  committee  for  Governor  BUI  Clinton  in  May 
1987,  and  assisted  in  the  1984  and  1988  presidential  bids  of  Senator  Gary  Hart . 

Since  April  1981,  Mr.  Holum  has  been  an  attorney  In  O'Melveny  &  Myers  law  firm,  and  has 
worked  on  both  legal  and  international  relations  matters  with  Warren  Christopher,  formerly  the 
firm's  managing  partner,  now  Secretary  of  State.  He  concentrated  on  regulatory  proceedings 
and  enforcement,  with  a  focus  on  international  matters  and  utilities  cases. 

From  1979  to  1981,  Mr.  Holum  served  on  the  State  Department  Policy  Planning  Staff,  working 
under  director  Anthony  Lake  on  arms  control  and  legal  issues,  drafting  speeches  and  testimony 
for  Secretary  Vance,  Secretary  Muskie  and  Deputy  Secretary  Christopher. 

From  1965  to  1979,  Mr.  Holum  was  a  member  of  Senator  George  McGovern's  staff,  where  he 
served  as  his  legislative  director  and  managed  the  Senator's  work  on  the  Foreign  Relations 
Committee.  Mr.  Holum  served  as  issues  director  for  Senator  George  McGovem  during  the  1972 
presidential  primaries  and  as  his  chief  speech  writer  in  the  general  election  campaign. 

During  his  tenure  on  the  Senator's  staff,  Mr.  Holum  was  selected  in  1976  for  a  semester 
fellowship  at  the  Institute  of  Politics,  John  F.  Kennedy  School  of  Government,  Harvard 
University,  where  he  led  a  study  group  on  the  role  of  Congress  in  U-S.  foreign  policy. 

Bom  December  4, 1940  in  Highmore,  South  Dakota,  Mr.  Holum  grew  up  on  a  family  farm  in 
northeastern  South  Dakota.  His  undergraduate  education  was  in  mathematics  and  physical  ' 
sciences  at  Northern  State  Teachers  College  in  Aberdeen,  S.D.  Mr.  Holum  attended  night  law 
school  at  George  Washington  University,  graduating  with  honors  in  1970.  He  passed  the 
District  of  Columbia  bar  in  1980. 

He  is  married  to  Barbara  Pedersen  McKenzie  and  has  one  daughter,  Tracy  Lynn.  Mr.  Holum's 
hobbies  include  flying,  sailing,  scuba  diving  and  playing  bluegrass/country  music 
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Mr.  Chairman,  I  am  honored  to  appear  before  you  and  the 
other  members  of  this  Subcommittee.  I  look  forward  to  working 
with  you  and  your  distinguished  colleagues.  I  appreciate  the 
strong  interest  in  and  support  for  ACDA  that  this  Subcommittee 
has  consistently  demonstrated.  In  particular,  I  welcomed  the 
Subcommittee  staff's  recent  visit  to  The  Hague  and  Geneva  and  the 
Survey  and  Investigations  staff's  planned  trip  next  week  to  The 
Hague  to  glean  a  better  understanding  of  the  implementation 
efforts  resulting  from  the  Chemical  Weapons  Convention. 

ACDA's  Role 

Last  year,  the  Administration  undertook  a  fundamental  review 
of  the  role  of  ACDA  in  the  context  of  an  overall  analysis  of  the 
future  requirements  of  arms  control  policy.  In  an  effort  to  make 
the  arms  control  bureaucracy  more  responsive  to  national  security 
requirements,  on  July  3,  1993,  President  Clinton  announced  his 
decision  to  strengthen  and  revitalize  ACDA  to  reflect  post  Cold 
War  priorities  in  arms  control,  nonproliferation  and  disarmament. 

A  revitalized  AODA  will  play  a  key  role  in  the  conduct, 
preparation,  and  management  of  U.S.  Government  arms  control, 
nonproliferation  and  disarmament  activities. 

The  end  of  the  Cold  War  now  means  there  is  significantly 
more  for  ACDA  to  do,  not  less;  a  multipolar  world  on  which  to 
focus,  rather  than  a  bipolar  world.  Every  indicator  suggests 
that  this  trend  will  continue  and  ACDA  with  its  unique 
multilateral  negotiating  skills  is  prepared  to  meet  these 
challenges . 

As  articulated  by  President  Clinton  on  January  25,  1994  in 
his  State  of  the  Union  Address,  "there  are  still   dangers  in   the 
world:   rampant  arms  proliferation,  bitter  regional  conflicts, 
ethnic  and  nationalist  tensions  in  many  new  democracies. . . .and 
fanatics  who  seek  to  cripple  the  world's  cities  with  terror. 

.We  achieved  agreements  with  Ukraine,   with  Belarus,   with 

Kazakhstan,    to  eliminate  completely  their  nuclear  arsenals.     We 
are  working  to  achieve  a  Korean  Peninsula  free  of  nuclear 
weapons.     We  seek  early  ratification  of  the  treaty  to  ban 
chemical  weapons  worldwide.     And  earlier  today  we  joined  with  30 
nations  to  begin  negotiations  on  a  comprehensive  ban  to  stop  all 
nuclear  testing. " 

In  addition,  with  the  end  of  the  Gold  War  and  the 
dissolution  of  the  Soviet  Union,  new  sources  of  proliferation 
have  emerged  and  some  of  the  constraints  against  proliferation 
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that  existed  under  the  Cold  War  power  structure  have  been  eroded. 
Moreover,  the  rewards  of  some  of  the  signal  achievements  in 
United  States-Soviet  arms  control  negotiations,  including  the 
Strategic  Arms  Reduction  (START)  Treaties,  have  been  made  more 
difficult  to  realize  because  of  the  collapse  of  the  Soviet  Union 
and  its  replacement  by  not  one  but  several  nations,  each  with  its 
own  security  interests,  its  own  economic  limitations,  and  its  own 
political  conflicts. 

Although  the  end  of  the  Cold  War  has  amplified  some  of  our 
national  security  problems,  it  has  at  the  same  time  augmented  the 
possibility  of  arms  control  solutions  to  those  problems.  Where 
once  the  major  nuclear  question  for  the  U.S.  was  how  to  maintain 
strategic  deterrence  while  keeping  pace  with  Soviet 
modernization,  now  the  question  is  how  to  steadily  move  away  from 
the  nuclear  precipice  and  reduce  our  nuclear  inventory  consistent 
with  our  national  security.  Moreover,  in  the  aftermath  of  the 
Cold  War  we  are  able  to  direct  more  of  our  resources  toward  the 
growing  threat  posed  by  the  proliferation  of  mass -destruction 
weapons . 

In  meeting  these  post-Gold  War  objectives,  ACDA  will  remain 
actively  engaged  in  carrying  out  the  Clinton  Administration's 
arms  control,  nonproliferation  and  disarmament  priorities.  These 
include  the  negotiation  of  a  comprehensive  and  verifiable  ban  on 
nuclear  explosions,  the  ratification  and  implementation  of  the 
Chemical  Weapons  Convention  (CWC) ,  the  indefinite  extension  of 
the  Non-Proliferation  Treaty  (NPT) ,  a  ban  on  the  production  of 
fissile  material  for  nuclear  explosives,  implementing  of  START  I 
and  II  Treaties,  and  other  continuing  implementation  and 
verification  activities. 

These  challenges  will  magnify  and  intensify  ACDA's  potential 
contribution  to  national  security.  This  is  an  investment  well 
worth  its  peacekeeping  dividend  and  certainly  far  less  expensive 
than  the  alternative  —  a  renewed  arms  build-up. 

ACDA's  unique  function  is  to  ensure  that  arms  control, 
nonproliferation  and  disarmament  are  always  part  of  the  national 
security  policy  debate  and  that  there  is  always  a  strong  voice  on 
their  behalf  in  the  highest  levels  of  government.  While  I  am 
Director,  ACDA  will  emphatically  follow  that  mandate.  We  will  do 
so  in  alliance  with  other  agencies  if  possible,  but  alone  if 
necessary.  It  is  when  ACDA  stands  alone  that  the  need  for  what 
it  has  to  say  is  often  most  acute. 

Budget  Request 

In  order  to  support  this  mission,  ACDA  is  requesting  a 
budget  of  $61,278,000  for  Fiscal  Year  1995.  Although  this 
represents  a  $7,778,000  increase  over  its  FY-1994  appropriation, 
the  bulk  of  these  incremental  funds  are  needed  to  provide  for 
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full -year  expenses  related  to  the  Chemical  Weapons  Convention 
Preparatory  Commission  (CWC  PrepCom)  and  the  1995  Non- Proli- 
feration Treaty  Conference.  The  remainder  of  this  request 
reflects  the  Administration's  call  for  the  revitalization  of  ACDA 
and  provides  for  increases  in  both  the  number  of  positions  and 
support  costs.  Within  this  request,  ACDA  is  looking  to  maintain 
its  ability  to  carry  out  its  mandate  through  its  traditional 
strength  --its  people.  As  you  are  aware,  approximately  one  half 
of  ACDA's  budget  for  on-going  activities,  an  estimated  $23.5 
million,  goes  for  personnel  compensation  and  benefits.  This 
amount  provides  funding  for  251  full-time  equivalent  personnel, 
as  well  as  other  detailee  appointments. 

At  this  point,  I  would  like  to  describe  ACDA's  current 
activities  and  plans  for  the  future.  I  will  touch  on  ACDA's 
efforts  in  negotiating  and  implementing  multilateral  arms 
control,  nonproliferation  and  regional  arms  control,  strategic 
weapons  control  and  defense  conversion;  verifying  compliance  with 
arms  control  treaties;  coordinating  arms  control  research; 
organizing  and  storing  arms  control  information;  and,  informing 
the  public  about  U.S.  arms  control,  nonproliferation  and 
disarmament  policies  and  initiatives. 

Multilateral  Affairs 

The  Multilateral  Affairs  Bureau  (MA)  will  concentrate  on  the 
Administration's  initiatives  to  ban  nuclear  testing  and  to 
eliminate  both  chemical  and  biological  weapons.   MA  will  also 
continue  to  address  conventional  arms  control  and  confidence-  and 
security-building  measures  in  Europe,  Cpen  Skies,  and 
transparency  in  armaments. 

OB 

On  July  3,  1993,  President  Clinton  announced  his  support  for 
a  comprehensive  test  ban  and  laid  a  solid  foundation  for 
negotiations,  which  began  last  month  in  Geneva.  He  declared 
that,  "A  test  ban  can   strengthen  our  efforts  worldwide   to  halt 
the  spread  of  nuclear  weapons.  "    He  also  extended  the  1992 
Congressionally-mandated  moratorium  on  U.S.  nuclear  explosive 
testing  through  September  1994,  and  called  upon  other 
nuclear-weapons  powers  to  observe  similar  restraint.  The 
President  explained  that  by  doing  so,  he  put  the  United  States 
"in  the  strongest  position  to  negotiate  a  Conprehensive  Test  Ban 
and  to  discourage  other  nations  from  developing  their  own  nuclear 
arsenals. " 

On  January  25,  1994,  the  Conference  on  Disarmament  (CD) 
began  negotiations  on  a  comprehensive  test  ban  (CTB)  .  The 
longstanding  question  of  effective  verification  surely  will  be 
extensively  discussed  during  the  negotiations.  International 
monitoring  to  detect  and  identify  explosive  events  is  essential 
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for  detecting  and  deterring  violators,  while  minimizing  false 
alarms.  Devising  an  effective  international  monitoring  regime 
will  be  a  major  challenge  to  the  members  of  the  CD. 

ACDA  is  leading  and  managing  the  CTB  negotiations  in  Geneva, 
will  chair  the  CTB  backstopping  group  in  Washington,  and  will 
provide  expert  members  to  the  U.S.  delegation  to  the  Conference. 

CWC  &  BWC 

In  the  past  year  the  world  has  taken  major  steps  toward 
total  elimination  of  chemical  weapons.  An  exceptionally 
significant  step  was  the  signing  of  the  Chemical  Weapons 
Convention  (CWC)  on  January  13,  1993. 

On  November  24,  1993,  President  Clinton  described  the  CWC  as 
"one  of  the  most  ambitious   [treaties]  in  the  history  of  arms 
control,  banning  an  entire  class  of  weapons  of  mass  destruction. " 
He  called  it  "a  central  element  of  my  Administration' s  non- 
proliferation  policy",   indicating  that  "the  treaty  will 
significantly  enhance  our  national  security  and  contribute  to 
greater  global  security." 

Up  to  now,  154  countries  have  signed  the  CWC,  and  four  have 
deposited  instruments  of  ratification.  The  CWC  will  enter  into 
force  180  days  after  the  date  of  deposit  of  the  65th  instrument 
of  ratification,  but  no  earlier  than  January  1995;  thus  65 
ratifications  are   needed  by  July  1994  for  entry  into  force  by 
January  1995,  the  earliest  possible  date. 

ACDA  is  the  lead  U.S.  Government  agency  on  the  CWC.  This 
includes:  leading  the  U.S.  delegation  to  the  CWC  PrepGbm; 
chairing  backstopping  and  task  force  meetings;  developing  and 
coordinating  guidance  for  U.S.  Government  negotiators;  chairing 
task  force  meetings  and  developing  and  coordinating  Executive 
Branch  policy  on  CWC  ratification;  supervising  and  administering 
U.S.  funding  for  the  CWC;  serving  as  the  Office  of  National 
Authority  that  will  interface  with  the  Organization  for  the 
Prohibition  of  Chemical  Weapons  (OPCW)  and  coordinate  U.S. 
CWC- related  actions  in  the  U.S.  after  entry  into  force  of  the' 
Convention;  and,  informing  and  educating  the  U.S.  chemical 
industry  about  the  CWC.  ACDA  will  also  staff  and  backstop  the 
U.S.  Delegation  to  the  OPCW  after  entry  into  force  of  the  CWC. 

In  addition  to  the  multilateral  CWC  effort,  the  United 
States  and  Russia  are  committed  to:  implementing  successfully 
phase  II  of  the  Wyoming  Memorandum  of  Understanding  (MOU) ,  which 
provides  for  chemical  weapons  inventory  and  facility  declarations 
and  inspections.  We  are  also  committed  to  concluding,  as  soon  as 
possible,  the  Bilateral  Non-production  and  Destruction  Agreement 
(BDA) ,  which  requires  both  Parties  to  destroy  all  but  5,000  agent 
tons  of  their  existing  chemical  weapons  and  to  produce  no  more 
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chemical  weapons,  regardless  of  what  other  nations  may  or  may  not 
do  with  their  chemical  weapons.  These  agreements  are  being 
worked  in  tandem  with  the  CWC  as  part  of  our  comprehensive  effort 
to  eliminate  chemical  weapons. 

Development,  production,  and  stockpiling  of  biological 
weapons  is  prohibited  by  the  Biological  Weapons  Convention  (BWC) 
of  1972.  We  support  increased  transparency  of  activities  and 
facilities  that  could  be  used  for  biological  weapons  as  a  means 
of  strengthening  this  essential  agreement. 

In  1992  and  1993,  ACDA  led  the  U.S.  delegation  to  the  Ad  Hoc 
Group  of  Governmental  Experts,  mandated  by  the  1991  Review 
Conference  of  States  Parties  to  the  BWC.   The  Group  identified 
and  examined  21  potential  verification  measures.  Off -site 
measures  include  information  monitoring,  data  exchange,  remote 
sensing,  and  inspections.  On-site  measures  include  exchange 
visits,  inspections,  and  continuous  monitoring.  The  Group 
concluded  that  reliance  could  not  be  placed  on  any  single 
measure,  but  that  combinations  of  measures  could  help  to  enhance 
compliance  and  potentially  deter  cheating  while  protecting 
sensitive  cocmiercial  proprietary  information  and  national 
security  needs.  A  Final  Report  has  been  distributed  to  all  134 
Parties  to  the  Convention.  If  requested  by  a  majority  of  the 
Parties,  a  Special  Conference  will  be  convened,  most  likely  in 
1994,  to  discuss  the  Report.  The  U.S.  supports  such  a 
conference . 

Conventional  Weapons 

European  security  concerns  have  changed  dramatically  since 
the  members  of  NATO  and  the  former  Warsaw  Pact  agreed  to  bring 
the  conventional  forces  balance  in  the  Atlantic  to  the  Urals 
region  into  approximate  numerical  parity.   Three  useful 
conventional  forces  regimes  --  CFE,  Open  Skies,  and  the  CSBM's 
Agreement  --  have  recently  been  implemented  which  have  set 
lowered  ceilings  on  force  levels,  substantially  inproved 
predictability,  transparency,  and  stability,  and  paved  the  way 
for  further  arms  control  progress. 

The  Treaty  on  Conventional  Armed  Forces  in  Europe  (CFE)  was 
designed  to  establish  a  secure,  stable,  and  predictable  balance 
of  conventional  armed  forces  in  Europe  at  lower  levels,  to 
eliminate  disparities  prejudicial  to  stability  and  security,  and 
to  eliminate  the  capability  for  launching  surprise  attack  and 
initiating  large-scale  offensive  action  in  Europe. 

CFE 

For  the  United  States,  the  CFE  Treaty  has  never  been  an  end 
in  itself,  but  has  been  a  part  of  a  continuing  effort  to  achieve 
stability  in  Europe.  Careful  implementation  of  its  provisions 
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has  served  and  continues  to  serve  as  the  basis  for  a  new  security 
relationship  in  Europe.  The  Treaty  has  proven  itself  a  vital 
part  of  the  structure  for  peace  in  post -Cold  War  Europe.   It  has 
significantly  enhanced  security,  accountability,  cooperation,  and 
openness  throughout  the  area  of  application. 

ACDA  plays  a  central  role  in  the  Joint  Consultative  Group  in 
Vienna,  which  is  the  forum  for  considering  questions  relating  to 
implementation  of  the  CFE  Treaty  and  its  companion  agreement  on 
personnel.  Much  of  the  group's  work  involves  on-going 
destruction  of  the  thousands  of  items  of  heavy  military  equipment 
mandated  by  the  Treaty.  The  CFE  Treaty  will  be  fully  implemented 
by  November  1995. 

Open  Skies 

The  Treaty  on  Open  Skies,  based  upon  a  U.S.  initiative, 
establishes  a  regime  of  unarmed  aerial  observation  flights  over 
the  entire  territory  of  its  signatories.  It  is  designed  to 
enhance  mutual  understanding  and  confidence  by  giving  all 
participants,  regardless  of  size,  a  direct  role  in  observing 
military  or  other  activities  of  concern  to  them.  Currently 
covering  territory  from  Vancouver  east  to  Vladivostok,  Open  Skies 
is  the  most  wide-ranging  international  effort  to  date  to  promote 
openness  and  transparency  of  military  forces  and  activities. 

We  believe  Open  Skies  has  potential  for  expansion  in  the 
future.  In  its  present  form,  it  can  help  in  increasing  trans- 
parency and  building  confidence  in  Europe.  It  might  later  be 
expanded,  either  by  adding  new  countries  to  the  present  regime, 
or  by  developing  similar  regional  regimes  in  other  areas  of  the 
world.  The  rules  and  procedures  for  Open  Skies,  and  possibly  the 
current  aircraft  configurations,  could  provide  a  basis  for  such 
new  regimes. 

ACDA.  prepared  the  article-by-article  analysis  of  the  Treaty 
on  Open  Skies  which  was  provided  to  the  U.S.  Senate.  This 
analysis  led  to  its  ratification  in  December  1993.  Following 
entry  into  force,  we  expect  that  ACDA  will  serve  as  a  repository 
of  processed  data  resulting  from  the  notification  and  reporting 
requirements  of  the  Treaty. 

£SBMa 

The  overall  implementation  of  confidence-  and  security- 
building  measures  (CSBMs)  continues  to  improve,  with  the  states 
of  the  former  Soviet  Union  taking  steps  to  meet  their  Vienna 
Document  92  obligations.  Force  reductions  and  CSBMs  codified  by 
the  European  arms  control  process  have  helped  lessen  the 
instability  created  by  the  disintegration  of  the  Soviet  Union  and 
the  emergence  of  new  independent  states.  Required  regular  data 
exchanges  and  contacts  have  enabled  member  states  of  the 
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Conference  on  Security  and  Cooperation  in  Europe  to  monitor  the 
military  force -building  efforts  of  the  newly  created  states,  and 
potentially  to  influence  those  efforts. 

Forum  for  Security  Cooperation 

The  Conference  on  Security  and  Cooperation  in  Europe  (CSCE) 
established  the  Forum  for  Security  Cooperation  (FSC)  at  the  CSCE 
Summit  in  Helsinki  in  1992.  The  FSC  meets  in  Vienna  and  is  the 
sole  forum  for  European  conventional  arms  control  and  the  further 
enhancement  of  stability  and  confidence  in  Europe.  Among  the 
objectives  in  its  mandate  are  the  development  of  new  CSBMs  and 
the  improvement  of  existing  ones,  cooperative  measures  on 
nonproliferation,  and  the  negotiation  of  appropriate  regional 
arms  control  measures.  ACDA  plays  a  leading  role  in  the 
formulation  of  FSC  negotiating  positions  in  Washington  and  on  the 
U.S.  delegation  in  Vienna. 

Nonproliferation 

The  Administration  has  declared  the  proliferation  of 
weapons  of  mass  destruction  to  be  a  primary  foreign  policy 
concern  of  the  United  States.  As  President  Clinton  emphasized  in 
his  address  to  the  United  Nations  General  Assembly  on  September 
27,  1993,  "One  of  our  most   urgent  priorities  must  be  attacking 
the  proliferation  of  weapons  of  mass  destruction   — and  the 
ballistic  missiles  that  can  rain  them  down  on  populations 
hundreds  of  miles  away. "   Within  ACDA,  the  Nonproliferation  and 
Regional  Arms  Control  Bureau  (NP)  has  the  primary  responsibility 
for  these  efforts. 

Preventing  the  spread  of  nuclear  weapons  —  nuclear 
nonproliferation  —  has  long  been  a  fundamental  national  security 
and  foreign  policy  objective  of  the  United  States.  Nuclear 
proliferation  threatens  regional  security  and  challenges  our 
ability  to  assist  allies  and  friends  during  a  conflict.  It  can 
lead  to  increasingly  dangerous  arms  races  throughout  the  world. 
Of  even  greater  concern,  it  can  increase  the  risk  that  nuclear 
weapons  will  be  used. 

Non- Proliferation  Treaty 

The  Treaty  on  the  Non- Proliferation  of  Nuclear  Weapons  (NPT) 
is  the  primary  legal  and  political  barrier  to  the  further 
proliferation  of  nuclear  weapons.  With  over  160  parties,  it 
reflects  an  international  consensus  against  nuclear  proliferation 
which  is  increasingly  viewed  as  one  of  the  gravest  threats  to 
global  security  and  stability  we  now  face.  In  addition,  the  NPT 
has  facilitated  international  cooperation  in  the  peaceful  uses  of 
nuclear  energy.  Without  the  norms  against  proliferation 
established  by  the  Treaty,  the  wide  range  of  assistance  in 
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peaceful  nuclear  energy  that  is  currently  provided  to  NPT  parties 
would  not  be  possible. 

In  1995,  by  the  terms  of  the  Treaty,  a  critically  important 
conference  of  NPT  Parties  will  be  convened  to  "decide  whether  the 
Treaty  shall  continue  in  force  indefinitely  or  shall  be  extended 
for  an  additional  fixed  period  or  fixed  periods."  The  U.S. 
Government  strongly  supports  the  NPT  and  is  deeply  engaged  in 
efforts  to  achieve  its  indefinite,  unconditional  extension  in 
1995.  ACDA  leads  this  effort  on  behalf  of  the  U.S.  Government. 
This  task  includes  chairing  the  interagency  committee  which 
oversees  the  development  and  implementation  of  policy,  preparing 
for  consultations  and  meetings  with  other  countries,  conducting 
extensive  bilateral  diplomacy  with  key  NPT  parties,  and  leading 
the  U.S.  delegations  to  meetings  of  the  NPT  Depository 
Governments  (United  States,  United  Kingdom,  Russia)  and  of  the 
Preparatory  Committee  for  the  1995  NPT  Conference. 

international  Atomic  Energy  Agency 

For  over  30  years,  the  International  Atomic  Energy  Agency 
has  served  vital  U.S.  security  and  nonproliferation  interests 
through  its  program  of  international  safeguards,  which  provides 
assurances  that  nuclear  materials  are  not  diverted  from  civilian 
to  military  purposes.  It  plays  a  central  role  in  international 
efforts  to  make  the  benefits  of  peaceful  uses  of  nuclear  energy 
available  to  countries  worldwide  as  well  as  make  nuclear 
facilities  safer  through  its  nuclear  safety  program. 

ACDA  is  working  with  the  IAEA  to  help  define  long-term 
funding  approaches  for  increased  IAEA  responsibilities.  ACDA 
continues  to  supply  vital  expertise  toward  the  review  and 
monitoring  of  the  IAEA's  various  technical  programs.  ACDA  is 
represented  on  the  interagency  International  Technical  Liaison 
Organization  which  oversees  technical  cooperation  with  the  IAEA. 

FifiR-ilp.  Material  Controls 

President  Clinton  also  announced  a  series  of  new  initiatives 
concerning  fissile  materials  at  the  UN  General  Assembly  in  1993. 
The  United  States  will  undertake  a  comprehensive  approach  to  the 
growing  accumulation  of  fissile  material  from  dismantled  nuclear 
weapons  and  within  civil  nuclear  programs.  Under  this  approach, 
the  United  States  will:  seek  to  limit  the  stockpiling  of  fissile 
material  for  military  or  civil  purposes,  and  to  ensure  that 
existing  stockpiles  are  subject  to  the  highest  standards  of 
safety,  security,  and  international  accountability;  propose  a 
multilateral  convention  prohibiting  the  production  of  highly 
enriched  uranium  (HEU)  or  plutonium  for  nuclear  explosive 
purposes  or  outside  international  safeguards;  encourage  more 
restrictive  regional  arrangements  to  constrain  fissile  material 
production  in  regions  of  instability  and  high  proliferation  risk; 
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submit  U.S.  fissile  material  no  longer  needed  for  our  deterrent 
to  inspection  by  the  IAEA;  seek  to  minimize  the  civil  use  of  HEU; 
and  initiate  a  comprehensive  review  of  long-term  options  for 
plutonium  disposition,  taking  into  account  technical, 
nonproliferation,  environmental,  budgetary,  and  economic 
considerations.  The  NP  Bureau  is  helping  to  implement  these 
initiatives . 

Regional  Arms  Control 

The  Arms  Control  and  Regional  Security  Working  Group  of  the 
Middle  East  peace  process  has  met  several  times  and  has  begun 
consideration  of  confidence-building  measures  such  as  a 
communications  network.  Through  such  small  steps  trust  gradually 
can  be  built  up,  eventually  leading  to  more  concrete  arms  control 
measures.  In  South  Asia,  the  U.S.  is  urging  India  and  Pakistan 
to  exercise  restraint  in  their  nuclear  and  missile  programs. 
Finally,  on  the  Korean  peninsula  the  U.S.  and  the  international 
community  continue  to  press  North  Korea  to  comply  with  its 
nuclear  nonproliferation  commitments. 

Nuclear  Weapons  Free  Zones 

With  the  end  of  the  Cold  War  and  the  attendant  great 
reduction  in  the  nuclear  arms  competition  between  the  United 
States  and  the  former  Soviet  Union,  new  momentum  has  been  given 
to  the  concept  of  nuclear  weapon  free  zones.  The  United  States 
supports  the  creation  of  such  zones  in  regions  where  they  would 
contribute  to  the  achievement  of  U.S.  nuclear  nonproliferation 
goals  and  would  be  consistent  with  other  U.S.  national  security 
interests . 

One  of  the  models  for  these  efforts  is  the  1967  Treaty  for 
the  Prohibition  of  Nuclear  Weapons  in  Latin  America  and  the 
Caribbean,  also  known  as  the  Treaty  of  Tlatelolco.  The  United 
States  remains  firmly  committed  to  the  goals  of  the  Treaty  and 
will  continue  to  seek  its  full  implementation.  A  major  step 
toward  this  goal  was  taken  last  month  when  Argentina  and  Chile 
brought  this  Treaty  into  force.  The  Treaty  makes  a  substantial 
contribution  to  regional  peace  and  stability,  as  well  to 
strengthening  the  global  nuclear  nonproliferation  regime. 

Other  examples,  in  which  the  NP  Bureau  is  involved,  include 
the  1985  South  Pacific  Nuclear  Free  Zone  and  an  African  Nuclear 
Weapons  Free  Zone,  which  is  now  being  negotiated. 

Missile  Technology  Control  Regime 

In  addition  to  strengthening  the  nuclear  nonproliferation 
regime,  the  President  urged  transformation  of  the  Missile 
Technology  Control  Regime  (MTCR)  from  an  export  control  effort 
among  now  25  countries  to  a  set  of  rules  that  can  command 
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universal  adherence  --a  global  norm.  Broader  participation  and 
adherence  to  the  MTCR  will  serve  to  minimize  the  threat  of 
missile  proliferation.  Members  of  the  MTCR  have  also  agreed  to 
expand  the  focus  of  the  regime  to  include  joint  action  to  stem 
proliferation  from  both  the  supply  and  demand  sides.  ACDA  will 
continue  its  involvement  in  efforts  to  stem  the  proliferation  of 
missiles  in  1994-95  and  beyond. 

Export  Controls 

Another  key  U.S.  nonproliferation  goal  is  to  discourage  and 
impede  proliferation  through  domestic  and  international  export 
controls.  The  multilateral  focus  of  this  effort  for  chemical  and 
biological  weapons  is  the  25  member  Australia  Group  which  has 
established  export  controls  on  54  chemical  precursors  to  certain 
microorganisms,  toxins  and  CBW-related  production  equipment. 
ACDA  supports  this  Group  by  serving  as  the  informal  Executive 
Secretary  for  the  U.S.  delegation  and  plays  a  leading  policy 
role. 

The  NP  Bureau  also  is  actively  engaged  in  promoting  controls 
on  dual -use  exports  that  could  contribute  to  proliferation  risks. 
This  effort  involves  domestic  U.S.  controls  as  well  as  promoting 
multilateral  cooperation.  This  international  component  of  dual- 
use  controls  takes  place  in  part  through  the  groups  mentioned 
above,  i.e.,  the  Nuclear  Suppliers  Group,  MTCR,  and  the  Australia 
Group.  In  addition,  in  response  to  a  U.S.  initiative,  COCOM 
members  began  developing  in  1993  the  framework  for  a  new 
arrangement  that  would  promote  transparency  and  responsible  trade 
in  armaments  and  dual -use  goods  and  technologies.  ACDA  has 
participated  in  the  interagency  process  developing  this 
initiative  as  well  as  in  the  negotiations  with  COCOM  members. 

Under  the  Arms  Export  Control  Act  and  the  Foreign  Assistance 
Act  of  1961,  as  amended,  ACDA  reviews  proposed  commercial  arms 
exports  licensed  by  the  Department  of  State  and  government-to- 
government  Foreign  Military  Sales  and  military  assistance 
programs.  We  also  evaluate  licenses  for  the  export  of  dual -use 
items  subject  to  missile  and  chemical/biological  nonproliferation 
controls  administered  by  the  Department  of  Commerce. 

In  1993,  ACDA  participated  in  the  development  of  the 
Presidential  Decision  Directive  on  Nonproliferation  and  Export 
Controls,  particularly  regarding  the  establishment  of  the 
requirement  for  a  comprehensive  review  of  U.S.  conventional  arms 
transfer  policy.  This  review  is  addressing  national  security, 
arms  control,  trade,  budgetary,  and  economic  competitiveness 
factors . 
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Strategic  and  Eurasian  Affairs 


The  Strategic  and  Eurasian  Affairs  Bureau's  (SEA)  efforts 
are  concentrated  on:  eliminating  the  massive  nuclear 
over-armament  that  remains  from  the  Cold  War;  enhancing  strategic 
stability  through  existing  and  future  strategic  offensive  and 
defensive  arms  control  regimes;  supporting  U.S.  efforts  to  help 
eliminate  and  prevent  the  proliferation  of  weapons  of  mass 
destruction  from  the  former  Soviet  Union;  and  promoting  defense 
conversion  in  the  highly  militarized  economies  of  the  former 
Soviet  Union  and  China.  With  the  end  of  the  Cold  War,  the  tasks 
of  reducing  strategic  arms  and  promoting  defense  conversion  are 
at  once  more  promising  and  more  challenging  than  at  any  time  in 
the  past. 

Intermediate -range  and  Tactical  Nuclear  Forces 

U.S.  and  Russian  intermediate -range  and  shorter-range  forces 
have  been  eliminated  by  the  INF  Treaty,  although  INF  inspection 
and  monitoring  activities  continue.  With  no  U.S.  and  Russian 
ground- launched  systems  between  the  range  of  500  and  5500 
kilometers,  and  a  ban  on  their  production,  the  U.S.  has  been  able 
to  concentrate  recent  efforts  on  strategic  (long-range)  nuclear 
weapons  in  the  American  and  Russian  arsenals. 

The  complete  withdrawal  of  tactical  nuclear  weapons  from 
Belarus,  Kazakhstan,  and  Ukraine  to  Russia  was  accomplished  by 
the  summer  of  1992.  This  withdrawal  has  also  demonstrated  that 
sweeping  unilateral  reciprocity-generating  arms  control  measures 
can  sometimes  be  effective  in  the  post-Cold  War  world. 

Strategic  Nuclear  Weapons:  START  I 

Strategic  nuclear  weapons  are  the  Intercontinental  Ballistic 
Missiles,  Submarine-Launched  Ballistic  Missiles,  and  heavy 
bombers,  with  their  warheads,  that  can  strike  from  one  continent 
to  another.  They  possess  not  only  the  longest  range  of  any 
weapon  class,  but  also  the  greatest  destructive  power.  While 
they  are  unlikely  to  be  the  first  nuclear  weapons  to  be  used  in  a 
conflict,  if  they  were  used  they  would  cause  by  far  the  greatest 
damage. 

On  July  31,  1991,  President  Bush  and  President  Gorbachev 
signed  the  START  I  Treaty,  mandating  reductions  in  the  superpower 
strategic  nuclear  arsenals  by  approximately  one  third.  After  the 
demise  of  the  Soviet  Union,  such  large  scale  reductions  of 
strategic  weapons  remain  of  critical  importance,  both 
intrinsically  and  because  they  reduce  the  motivation  for  new 
nuclear-weapon  states  to  emerge  from  the  breakup  of  the  Soviet 
Union  and  elsewhere. 
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On  May  23,  1992,  Belarus,  Kazakhstan,  Russia  and  Ukraine   j 
signed  the  Lisbon  Protocol  to  the  START  I  Treaty,  designating 
them  the  successor  states  to  the  former  Soviet  Union  for  the 
START  Treaty. 

It  is  particularly  important  that  Belarus  and  Kazakhstan 
moved  expeditiously  to  fulfill  their  Lisbon  obligations,  and  I 
want  to  make  special  note  of  their  efforts. 

I  also  want  to  praise  the  recent  efforts  of  Ukrainian 
President  Kravchuk  to  win  the  Ukrainian  Parliament's  (Rada) 
approval  of  START  and  NPT.  The  Rada's  original  resolution  of 
ratification  included  unacceptable  conditions  that  precluded 
START'S  entry  into  force.  However,  as  you  know,  just  last  week, 
on  February  3,  the  Rada  rescinded  the  conditions  it  had 
previously  imposed  on  its  approval  of  START  I  and  the  Lisbon 
Protocol  and  authorized  the  Government  of  Ukraine  to  exchange 
instruments  of  ratification  of  START  I.  By  approving  the  Lisbon 
Protocol,  Ukraine  has  committed  itself  to  acceding  to  the  NPT  in 
the  shortest  possible  time. 

The  Trilateral  Statement  signed  January  14,  1994  in  Moscow 
by  President  Clinton,  President  Yeltsin  and  President  Kravchuk 
was  crucial  in  opening  the  way  for  this  positive  action  in 
Ukraine.  The  Trilateral  Statement  provides,  for  security 
assurances  for  Ukraine,  compensation  for  the  value  of  highly 
enriched  uranium  (HEU)  from  the  warheads  in  Ukraine,  and 
technical  and  financial  assistance  for  dismantling  nuclear  forces 
in  Ukraine. 

We  are  optimistic  that  the  Rada  will  act  positively  on  the 
NPT  in  the  near  future.  We  will  continue  to  work  closely  with 
the  Ukrainian  government  and  parliament  so  that  they  can  move 
swiftly  to  complete  action  on  Ukraine's  accession  to  the  NPT  as  a 
non-nuclear  weapon  state. 

In  the  meantime,  we  are  continuing  our  efforts  to  make  START 
work  in  a  multilateral  context.  Although  the  Treaty  has  not  yet 
entered  into  force,  the  U.S.  and  its  four  Treaty  partners  have 
been  meeting  regularly  in  the  Joint  Compliance  and  Inspection' 
Commission  (JCIC) ,  established  by  the  Treaty,  to  work  out  details 
of  Treaty  implementation.  Much  of  the  work  of  the  JCIC  has  been 
devoted  to  the  complicated  and  uncharted  process  of  clarifying 
the  Treaty  rights  and  obligations  of  each  of  the  four  successor 
states  to  the  former  Soviet  Union. 

START  II 

Recognizing  their  mutual  interest  in  stabilizing  nuclear 
strategic  reductions  below  the  levels  dictated  by  START  I,  on 
January  3,  1993  the  U.S.  and  Russia  signed  the  START  II  Treaty. 
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START  II  will  further  reduce  the  strategic  nuclear  warheads  down 
to  approximately  one  third  of  the  pre-START  I  levels. 

Like  START  I,  START  II  will  serve  U.S.  nonprol iteration 
interests  by  helping  to  allay  the  security  concerns  of  the  other 
successor  states  to  the  former  Soviet  Union,  and  by  demonstrating 
U.S. -Russian  commitment  to  deep  reductions  in  their  respective 
nuclear  arsenals. 

The  ratification,  entry  into  force,  and  implementation  of 
the  START  I  and  START  II  treaties  is  at  once  the  unfinished 
business  of  the  Cold  War  and  the  first  task  of  the  post-Soviet 
era.  Full  implementation  of  the  START  I  and  START  II  reductions, 
and  fulfillment  of  Ukraine's  commitment  to  accede  to  the  NPT  as  a 
non-nuclear  weapons  state,  remain  among  our  major  foreign  policy 
goals. 

ABM  Treaty 

In  1993,  the  Clinton  Administration  reaffirmed  the  U.S. 
commitment  to  the  ABM  Treaty.  The  preservation  of  this  Treaty 
remains  crucial  to  stability,  to  the  START  I  and  START  II 
reductions,  and  to  longer  term  strategic  arms  control 
opportunities.  At  the  Fourth  ABM  Treaty  Review,  conducted  from 
September  27  to  October  1,  1993,  representatives  of  Belarus, 
Russia,  Ukraine  and  the  United  States  reaffirmed  their  commitment 
to  the  ABM  Treaty  and  agreed  that  maintaining  the  viability  of 
the  Treaty  in  view  of  political  and  technological  changes  remains 
important . 

At  the  Standing  Consultative  Commission  (SCC)  since  then, 
the  United  States,  Russia,  and  some  other  New  Independent  States 
have  begun  work  on  two  important  issues:  (1)  establishment  and 
codification  of  a  multilateral  succession  arrangement  for  the  ABM 
Treaty  in  light  of  the  demise  of  the  Soviet  Union,  and  (2) 
clarification  of  the  demarcation  between  ABM  systems  and 
components  limited  by  the  Treaty  and  theater  ballistic  missile 
defenses  which  are  not  limited  by  the  Treaty.  The  U.S.  and  its 
partners  in  the  SCC  have  agreed  on  the  importance  of  resolving 
these  two  issues  in  parallel. 

Further  Measures 

In  the  coming  year,  the  SEA  bureau  will  explore  the 
possibility  of  further  arms  control  measures  designed  to 
structure  the  world's  major  nuclear  forces  in  such  a  way  as  to 
promote  stability  and  prevent  a  first-strike  potential.  ACDA  is 
also  increasing  its  efforts  to  assess  the  impact  of  new 
technology  on  strategic  arms  control  and  its  verification. 
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SSD  Negotiations 

Safety,  security,  and  dismantlement  (SSD)  of  weapons  of  trass 
destruction  from  the  arsenal  of  the  FSU  is  a  principal  U.S. 
security  concern  and  policy  goal.  This  includes  the  complete 
denuclearization  of  Belarus,  Kazakhstan  and  Ukraine,  as  well  as 
the  accelerated  reduction  of  Russia's  nuclear  weapons,  the 
elimination  of  its  chemical  weapons,  and  the  advancement  of  U.S. 
nonprol iteration  objectives. 

In  this  context,  the  United  States  has  completed  and  signed 
three  framework  agreements  and  a  total  of  twenty-eight 
implementing  agreements  for  providing  U.S.  SSD  technical  and 
material  assistance  to  the  former  Soviet  Union.  To  meet  this 
challenge,  ACDA's  Strategic  Affairs  Bureau  was  reorganized  and 
redesignated  the  Strategic  and  Eurasian  Affairs  Bureau.  Within 
that  Bureau,  the  Strategic  Transition  and  Defense  Conversion 
Divisions  are  devoted  almost  exclusively  to  U.S. -FSU 
denuclearization  efforts. 

Key  elements  of  the  U.S.  SSD  program  are  to  provide 
assistance  in  the  following  areas:  strategic  offensive  arms 
dismantlement  to  facilitate  and  accelerate  eliminations  required 
under  the  START/Lisbon  Protocol  package;  fissile  material  control 
and  accounting  (MC&A)  systems;  export  controls;  defense 
conversion;  and  design  of  a  storage  facility  for  fissile  material 
recovered  from  dismantled  nuclear  weapons,  along  with 
construction  and  operating  equipment  for  such  facility  and 
related  training. 

Defense  Conversion 

Defense  conversion  is  another  integral  part  of  the 
Administration's  nonproliferation  policy.  It  is  of  direct  U.S. 
national  security  interest  to  see  that  the  scientific  talent  and 
industrial  capacity  of  the  FSU  military  industrial  complex  is  put 
to  use  in  production  of  peaceful  endeavors. 

Through  the  re -orientation  of  nuclear  weapons  R&D  to 
industrial  R&D,  there  is  a  potential  for  former  military 
scientists  to  create  long-term  high- technology  civilian 
enterprises  that  can  be  commercially  viable.  To  evaluate  this 
concept  ACDA,  together  with  the  U.S.  Department  of  Energy  and 
Russia's  Ministry  of  Atomic  Energy  (MINATCM) ,  has  co- sponsored 
entrepreneurial  workshops  in  Moscow  and  the  United  States.  The 
objectives  of  these  workshops  are:  to  facilitate  conversion  of  a 
major  portion  of  Russian  nuclear  weapons  R&D  complexes  into 
market -driven,  commercially  viable  industrial  R&D  enterprises; 
to  encourage  weapons  scientists  to  contribute  to  a  market -based 
economy;  and  to  exploit  the  enterprise-  and  job-creation 
potential  of  the  high  technology  capabilities  of  the  Russian 
nuclear  weapons  complex. 
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Vgrifical"ion  and  Compliance 

In  addressing  arms  control  across  the  board,  one  of  ACDA's 
most  important  responsibilities  is  to  ensure  that  existing  and 
future  arms  control  agreements  are  effectively  verifiable. 
Because  verification  requirements  sometimes  conflict  with 
considerations  of  negotiability  or  operational  flexibility,  it  is 
essential  that  verification  has  a  strong  independent  advocate 
wi thin  the  arms  control  policymaking  community.  ACDA's  Bureau  of 
Intelligence,  Verification,  and  Information  Support  (IVT) 
performs  this  function.  There  are  three  aspects  to  this  role. 

First,  ACDA  plays  a  key  role  within  the  U.S.  Government  for 
formulating  arms  control  verification  policy.  This  involves 
ensuring  that  verif  iability  is  properly  considered  in  negotiating 
any  new  arms  control  treaty.  Once  agreements  have  been  signed, 
ACDA.  is  required  by  statute  to  assess  the  verif  iability  of  all 
provisions  of  arms  control  agreements  to  which  the  United  States 
is  a  party,  and  to  notify  Congress  if  there  is  any  change  in  that 
assessment.  These  assessments  are  included  in  reports  prepared 
and  submitted  to  Congress  pursuant  to  Section  37  of  the  Arms 
Control  and  Disarmament  Act.  Such  reports  have  been  prepared  for 
START,  CFE,  INF,  TTBT,  and  other  arms  control  treaties. 

Second,  by  legislative  charter,  ACDA  takes  the  lead  in 
evaluating  U.S.  and  other  nations'  compliance  with  arms  control 
agreements.  As  mandated  by  Congress,  ACDA  is  responsible  for 
preparing  annual  reports  on  adherence  to  and  compliance  with  arms 
control  agreements.  These  agreements  include  START,  INF,  ABM, 
BWC,  CFE,  NPT,  the  1925  Geneva  Protocol  and  the  Wyoming  MOU.  IVT 
chairs  the  interagency  group  charged  with  preparing  these  annual 
reports. 

Third,  ACDA  has  primary  responsibility  within  the 
interagency  group  for  developing  the  verification  provisions  of 
all  arms  control  agreements.  These  presently  include  START  I  & 
II,  INF,  CWC,  CW  Bilateral  Agreements,  Open  Skies,  CFE, 
Antarctic,  BWC,  TTBT,  CIBT,  and  ABM.  This  includes  developing 
effective  verification  provisions  and  planning,  conducting  and 
reviewing  on-site  inspection  procedures,  including  issues 
pertaining  to  inspection  equipment  and  procedures  for  its  use. 

Research  Efforts 

In  developing  U.S.  policy  and  in  support  of  the  Agency's 
multifaceted  arms  control,  nonproliferation,  and  dismantlement 
efforts,  ACDA  has  responsibility  for  the  coordination  of  all 
relevant  research  government  wide. 

Historically,  ACDA  has  met  this  requirement  through  such 
efforts  as  sponsorship  of  the  Arms  Control  Research  Coordinating 
Committee  (an  interagency  group  established  to  coordinate  arms 

16 


257 


control  research) ,  maintenance  of  the  Anns  Control  Research 
Network  (ACORN)  data  base  of  completed,  ongoing  and  planned 
research,  participation  in  interagency  committees  focussing  on 
research  and  development,  and  compilation  and  submittal  of  the 
Annual  Report  to  Congress  on  Arms  Control  Research. 

A  significant  component  of  ACDA's  own  research  effort  is  its 
external  research  program,  which  is  managed  by  an  internal 
Research  Review  Board.  The  Research  Review  Board  looks  to  the 
external  research  program  to  provide  support  for  the  Agency 
through  projects  that  are  critical  to  performance  of  the  ACDA 
mission,  that  are  time  sensitive,  and  that  directly  support 
ongoing  arms  control  negotiating  efforts  concerning  nuclear  and 
strategic  forces,  including  strategic  defenses;  conventional 
forces;  chemical  and  biological  weapons;  and  nonprol iteration 
issues . 

Information  Management 

Information  gathering  is  also  critical  to  prudent  policy 
making.  ACDA.  continues  to  improve  upon  its  long  history  of  arms 
control  information  management.  Having  used  computers  in  support 
of  arms  control  analyses  virtually  since  the  creation  of  the 
Agency,  ACDA.  computer  support  now  also  provides  administrative 
and  operations  support  to  all  parts  of  the  Agency,  maintains  arms 
control  data  bases  used  by  other  interested  federal  agencies  as 
well  as  ACDA  staff,  and  —  with  the  recent  introduction  of  a 
public  information  bulletin  board  —  is  providing  pertinent  arms 
control  information  to  the  entire  academic  and  institutional 
research  world.  Aside  from  the  ACORN  database,  the  Agency' 
maintains  several  other  well  established  data  bases,  including: 
the  Automated  Recourse  to  Electronic  Negotiation  Archives  (ARENA) 
system  which  permits  search  of  the  complete  text  of  all  arms 
control  negotiations;  the  Processor  for  Arms  Control  Treaties 
(PACTS)  database  which  permits  similar  search  of  the  complete 
texts  of  all  arms  control  treaties  to  which  the  U.S.  is  a  party; 
the  World  Military  Expenditures  and  Arms  Transfers  (WMEAT) 
databases  of  international  arms  sales  and  military  expenditures; 
various  economic  data  used  to  prepare  the  Annual  Report  to  the 
Congress  on  WMEAT;  the  ACDA  Integrated  Retrieval  System  (AIRS) 
database  of  citations  to  thousands  of  arms  control  studies  and 
reports;  and,  the  Arms  Control  Community  On-line  Repository  Data 
(ACCORD)  repository  which  was  established  by  ACDA  during  1993. 
This  computer-based  federal  repository  allows  exchange  data, 
notifications,  and  inspection  reports  to  be  archived  in  a  single 
location. 

ACDA  is  a  statutory  repository  for  the  U.S.  Government  of 
data  exchanged  among  nations  pursuant  to  arms  control  treaties. 
To  the  extent  possible,  the  information  is  made  available  in 
electronic  form  so  that  federal  agencies  can  have  immediate 
access . 
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To  provide  improved  management  of  its  computer  resources, 
ACDA  reorganized  its  Operations  and  Information  office  under  the 
Chief  Information  Officer  to  provide  separate  but  coordinated 
focal  points  for  analysis,  databases,  development,  and  computer 
administration.  We  anticipate  that,  by  the  end  of  1994,  every 
member  of  the  ACDA.  staff  will  have  a  personal  computer  that  will 
enable  access,  under  appropriate  security  controls,  to  all  ACDA 
databases  and  automated  support  capabilities.  Interconnection  to 
other  Agency  systems  will  also  be  available  on  a  selective  basis. 
Studies  and  development  to  further  improve  the  efficiency  and 
capability  for  organization  and  storage  of  arms  control 
information  will  continue  to  be  a  significant  ACDA  focus. 

Public  Information 

One  of  ACDA's  four  mandates  and  one  critical  to  ACDA's 
success  is  the  dissemination  and  coordination  of  public 
information  concerning  arms  control,  nonproliferation  and 
disarmament  issues.  ACDA  seeks  to  provide  the  public  with  clear 
and  technically  competent  insight  into  the  often  arcane  debate 
over  national  security  policy.  In  the  information  age,  a  coherent 
strategy  for  informing  the  public  is  essential  to  the  success  of 
U.S.  arms  control  and  nonproliferation  initiatives  and  policies. 
To  develop  and  implement  such  a  strategy,  ACDA's  Acting  Director 
of  Public  Information  chairs  a  new  interagency  Working  Group  on 
Public  Diplomacy  for  Arms  Control  and  Nonproliferation.  This 
group  meets  regularly  under  the  auspices  of  the  National  Security 
Council  to  formulate  and  implement  plans  for  communicating  with 
the  American  people  and  the  rest  of  the  world. 

ACDA  also  is  significantly  upgrading  and  increasing  its 
production  of  a  wide  range  of  informational  materials  that 
explain  present  and  past  arms  control,  nonproliferation  and 
disarmament  developments  to  the  United  States  and  the  world.  I 
consider  ACDA's  public  information  mission  to  be  one  of  the 
Agency's  most  important  responsibilities. 

Conclusion 

Based  upon  this  overview  of  the  Agency's  role  in  the 
multifaceted  arms  control,  nonproliferation  and  dismantlement 
arena,  together  with  the  budget  materials  submitted  to  the 
Committee,  I  ask  for  your  approval  of  ACDA's  FY- 19 95  budget 
request  of  $61,278,000.  The  Administration,  equipped  with  these 
resources  and  your  support,  is  determined  to  meet  the  challenges 
of  this  new  multipolar  arms  control  environment.  I  pledge  ACDA's 
commitment  to  do  its  share  in  promoting  a  secure  peace. 
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THE  WHITE  HOUSE 
WASHINGTON 

March  28,  1994 


Dear  Mr.  Speaker: 

I  am  pleased  to  transmit  the  United  States  Arms  Control  and 
Disarmament  Agency  (ACDA)  Annual  Report  for  1993 . 

As  a  national  security  agency,  ACDA  works  in  collaboration 
with  the  Department  of  State  and  with  other  agencies  of  the 
U.S.  Government.   This  report  addresses  ACDA's  part  in  national 
security  policy  development  and  implementation. 

On  July  3,  1993,  after  a  comprehensive  review,  I  decided  to 
strengthen  and  revitalize  ACDA  in  order  for  it  to  play  an  active 
role  in  meeting  the  arms  control  and  nonproliferation  challenges 
of  the  post -Cold  War  era. 

This  report,  although  mandated  by  current  law,  reflects  new 
priorities  for  ACDA  in  pending  legislation.   This  legislation 
was  initially  developed  under  the  leadership  of  the  Chairman  of 
the  Senate  Foreign  Relations  Committee,  Senator  Claiborne  Pell, 
has  received  wide  bipartisan  support  in  both  Houses  of  Congress, 
and  has  now  been  approved  by  the  Senate . 

The  ACDA's  revitalization  reaffirms  and  strengthens  the  agency's 
key  function  in  developing  and  implementing  arms  control, 
nonproliferation,  and  disarmament  policies.   A  specialized, 
technically  competent,  and  independent  arms  control  institution 
remains  important  to  the  Nation. 

The  ACDA's  responsibilities  include: 

Providing  advice: 

the  ACDA  Director  acts  as  principal  adviser  to 
the  President  and  the  Secretary  of  State  on  arms 
control,  nonproliferation,  and  disarmament; 

the  ACDA  provides  legal  advisers  to  arms  control, 
nonproliferation,  and  disarmament  negotiations. 
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Negotiating: 

leading  the  U.S.  Comprehensive  Test  Ban 
negotiating  team  at  the  Conference  on  Disarmament 
in  Geneva; 

leading  the  U.S.  negotiating  team  at  the  1995 
Treaty  on  the  Nonprolif eration  of  Nuclear  Weapons 
Conference ; 

chairing  the  Washington  backstopping  (policy 
support)  group  for  the  Conference  on  Disarmament; 

participating  in  the  Safety,  Security,  and 
Dismantlement  Talks. 

Implementing  and  verifying: 

leading  the  U.S.  delegation  to  the  Chemical 
Weapons  Convention  Preparatory  Commission, 
and  to  the  Organization  for  the  Prohibition 
of  Chemical  Weapons  that  will  succeed  it; 

leading  the  U.S.  delegations  to  all  meetings  and 
conferences  on  the  Biological  Weapons  Convention; 

leading  the  U.S.  delegation  to  the  Joint 
Compliance  and  Inspection  Commission  of  the 
Strategic  Arms  Reduction  Treaty; 

leading  the  U.S.  delegation  to  the  Special 
Verification  Commission  of  the  Intermediate -range 
Nuclear  Forces  Treaty; 

leading  the  U.S.  component  of  the  Standing 
Consultative  Commission  of  the  Anti -Ballistic 
Missile  Treaty; 

leading  the  U.S.  delegation  to  the  Bilateral 
Consultative  Commission  of  the  Threshold  Nuclear 
Test  Ban  Treaty; 

drafting,  with  interagency  coordination,  the 
Annual  Report  to  Congress  on  Adherence  to  and 
Compliance  with  Arms  Control   Agreements; 

providing  the  Principal  Deputy  Director  of  the 
On-Site  Inspection  Agency; 
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participating  in  the  U.S.  delegation  to  the  Joint 
Consultative  Group  of  the  Conventional  Forces  in 
Europe  Treaty; 

participating  in  the  U.S.  delegation  to  the  Open 
Skies  Consultative  Commission  of  the  Open  Skies 
Treaty. 

Controlling  exports: 

participating  in  meetings  of  the  Zangger 
Committee  and  the  Nuclear  Suppliers  Group  on 
nuclear  weapons  related  exports; 

participating  in  meetings  of  the  Australia  Group 
on  chemical  and  biological  weapons  related 
exports; 

participating  in  the  meetings  of  the  Missile 
Technology  Control  Regime. 

Coordinating  and  reporting  on  research  on  arms 
control,  nonprol iteration,  and  disarmament. 

Informing  and  educating  the  public: 

leading  the  Interagency  Working  Group  on  Public 
Diplomacy  for  Arms  Control  and  Nonprol iteration ; 

publishing  extensively  on  arms  control, 
nonproliferation,  and  disarmament. 

My  decision  to  strengthen  and  revitalize  ACDA,  combined  with 
continued  congressional  support,  will  help  the  U.S.  Government 
move  vigorously  to  eliminate  the  overarmament  of  the  Cold  War, 
stem  the  proliferation  of  weapons  of  mass  destruction  and  their 
means  of  delivery,  and  apply  arms  control  solutions  to  regional 
problems . 

The  report  offers  a  summary  of  the  broad  range  of  complex  issues 
that  ACDA  deals  with  each  day;  I  commend  it  to  your  attention. 

Sincerely, 


LOlUMl/oa    6.    t^xx*T*K_ 


The  Honorable  Thomas.  S .  Foley 
Speaker  of  the 

House  of  Representatives 
Washington,  D.C.   20515 
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THE  WHITE  HOUSE 

WASHINGTON 

March  28,  1994 


Dear  Mr.  President: 

I  am  pleased  to  transmit  the  United  States  Arms  Control  and 
Disarmament  Agency  (ACDA)  Annual  Report  for  1993 . 

As  a  national  security  agency,  ACDA  works  in  collaboration 
with  the  Department  of  State  and  with  other  agencies  of  the 
U.S.  Government.   This  report  addresses  ACDA's  part  in  national 
security  policy  development  and  implementation. 

On  July  3,  1993,  after  a  comprehensive  review,  I  decided  to 
strengthen  and  revitalize  ACDA  in  order  for  it  to  play  an  active 
role  in  meeting  the  arms  control  and  nonprol iteration  challenges 
of  the  post -Cold  War  era. 

This  report,  although  mandated  by  current  law,  reflects  new 
priorities  for  ACDA  in  pending  legislation.   This  legislation 
was  initially  developed  under  the  leadership  of  the  Chairman  of 
the  Senate  Foreign  Relations  Committee,  Senator  Claiborne  Pell, 
has  received  wide  bipartisan  support  in  both  Houses  of  Congress, 
and  has  now  been  approved  by  the  Senate . 

The  ACDA's  revitalization  reaffirms  and  strengthens  the  agency's 
key  function  in  developing  and  implementing  arms  control, 
nonprol iteration,  and  disarmament  policies.   A  specialized, 
technically  competent,  and  independent  arms  control  institution 
remains  important  to  the  Nation. 

The  ACDA's  responsibilities  include: 

Providing  advice : 

the  ACDA  Director  acts  as  principal  adviser  to 
the  President  and  the  Secretary  of  State  on  arms 
control,  nonproliferation,  and  disarmament; 

the  ACDA  provides  legal  advisers  to  arms  control, 
nonproliferation,  and  disarmament  negotiations. 
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Negotiating: 

leading  the  U.S.  Comprehensive  Test  Ban 
negotiating  team  at  the  Conference  on  Disarmament 
in  Geneva; 

leading  the  U.S.  negotiating  team  at  the  1995 
Treaty  on  the  Nonproliferation  of  Nuclear  Weapons 
Conference  ; 

chairing  the  Washington  backstopping  (policy 
support)  group  for  the  Conference  on  Disarmament; 

participating  in  the  Safety,  Security,  and 
Dismantlement  Talks. 

Implementing  and  verifying: 

leading  the  U.S.  delegation  to  the  Chemical 
Weapons  Convention  Preparatory  Commission, 
and  to  the  Organization  for  the  Prohibition 
of  Chemical  Weapons  that  will  succeed  it; 

leading  the  U.S.  delegations  to  all  meetings  and 
conferences  on  the  Biological  Weapons  Convention; 

leading  the  U.S.  delegation  to  the  Joint 
Compliance  and  Inspection  Commission  of  the 
Strategic  Arms  Reduction  Treaty; 

leading  the  U.S.  delegation  to  the  Special 
Verification  Commission  of  the  Intermediate -range 
Nuclear  Forces  Treaty; 

leading  the  U.S.  component  of  the  Standing 
Consultative  Commission  of  the  Anti -Ballistic 
Missile  Treaty; 

leading  the  U.S.  delegation  to  the  Bilateral 
Consultative  Commission  of  the  Threshold  Nuclear 
Test  Ban  Treaty; 

drafting,  with  interagency  coordination,  the 
Annual  Report  to  Congress  on  Adherence    to  and 
Compliance   with  Arms   Control   Agreements; 

providing  the  Principal  Deputy  Director  of  the 
On-Site  Inspection  Agency; 
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participating  in  the  U.S.  delegation  to  the  Joint 
Consultative  Group  of  the  Conventional  Forces  in 
Europe  Treaty ; 

participating  in  the  U.S.  delegation  to  the  Open 
Skies  Consultative  Commission  of  the  Open  Skies 
Treaty. 

Controlling  exports: 

participating  in  meetings  of  the  Zangger 
Committee  and  the  Nuclear  Suppliers  Group  on 
nuclear  weapons  related  exports; 

participating  in  meetings  of  the  Australia  Group 
on  chemical  and  biological  weapons  related 
exports ; 

participating  in  the  meetings  of  the  Missile 
Technology  Control  Regime. 

Coordinating  and  reporting  on  research  on  arms 
control,  nonproliferation,  and  disarmament. 

Informing  and  educating  the  public: 

leading  the  Interagency  Working  Group  on  Public 
Diplomacy  for  Arms  Control  and  Nonproliferation; 

publishing  extensively  on  arms  control, 
nonproliferation,  and  disarmament. 

My  decision  to  strengthen  and  revitalize  ACDA,  combined  with 
continued  congressional  support,  will  help  the  U.S.  Government 
move  vigorously  to  eliminate  the  overarmament  of  the  Cold  War, 
stem  the  proliferation  of  weapons  of  mass  destruction  and  their 
means  of  delivery,  and  apply  arms  control  solutions  to  regional 
problems . 

The  report  offers  a  summary  of  the  broad  range  of  complex  issues 
that  ACDA  deals  with  each  day;  I  commend  it  to  your  attention. 

Sincerely, 

/? 


Ia)uaajjua  O.   (Uaju*-t*^_ 


The  Honorable  Albert  Gore,  Jr. 
United  States  Senate 
Washington,  D.C.   20510 
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DIRECTOR'S  OVERVIEW 


1993  has  been  a  significant  year  for  the  U.S.  Arras  Control  and  Disarmament  Agency,  one  that  presented  unusual 
challenges  as  well  as  unusual  opportunities.  This  report  tells  how  ACDA  met  them. 

I  have  been  Director  of  ACDA  since  November  22,  1993.  Consequently,  the  bulk  of  the  activities  and 
achievements  set  out  here  occurred  before  my  tenure  began.  The  Agency  was  fortunate  during  this  time  to  have 
benefited  from  the  capable  leadership  of  Acting  Director  Thomas  Graham,  Jr.,  and  this  report  in  major  part  reflects 
his  success  in  that  capacity.  History  will  have  particular  reason  to  be  grateful  for  ACDA's  seminal  role  in  the 
formulation  of  United  States  nuclear  testing  policy  during  1993. 

I  will  let  the  report  speak  to  the  year  just  past.  I  wish  now  to  say  something  about  ACDA  and  the  times  to  come. 

The  end  of  the  cold  War  now  means  more  for  ACDA  to  do,  rather  than  less;  harder  challenges  rather  than  easier 
ones;  a  multipolar  world  on  which  to  focus,  rather  than  a  primarily  bipolar  world.  Every  indicator  suggests  that  this 
trend  will  continue  indefinitely. 

The  inexorable  pace  of  technology  is  enabling  outlaw  nations  to  find  more  and  easier  opportunities  to  obtain 
dangerous  weapons  and  the  means  of  delivering  them.  Technological  advances  create  possibilities  for  weapons 
development  and  proliferation  that  would  have  been  science  fiction  just  a  few  years  ago.  As  one  example,  computer 
capacity  that  only  recently  could  be  effectively  contained  by  export  controls  can  now  be  manufactured  by  any  mid- 
tech  nation  and  is  available  in  consumer  retail  outlets  everywhere  in  the  world.  Anticipating  such  possibilities — and 
responding  accordingly — has  become  both  more  challenging  and  more  essential. 

In  addition,  political  ramifications  of  the  end  of  the  Cold  War  have  had  the  side  effect  of  creating  new  sources 
of  proliferation,  of  loosening  some  of  the  constraints  against  proliferation  that  existed  under  the  Cold  War  power 
structure.  Moreover,  realizing  the  rewards  of  some  of  the  signal  achievements  in  United  States-Soviet  arms  control 
negotiations,  including  the  Strategic  Arms  Reduction  (START)  Treaties,  has  been  made  more  difficult  because  of  the 
collapse  of  the  Soviet  Union  and  its  replacement  by  not  one  but  several  nations,  each  with  its  own  security  interests, 
its  own  economic  limitations,  and  its  own  political  turmoil. 

Although  the  end  of  the  Cold  War  has  amplified  some  of  our  national  security  problems,  it  has  at  the  same  time 
augmented  that  possibility  of  arms  control  solutions  to  those  problems.  Where  once  the  major  nuclear  question  for 
the  United  States  was  how  to  maintain  strategic  deterrence  while  keeping  pace  with  Soviet  modernization,  now  the 
question  is  how  to  steadily  move  back  from  the  nuclear  precipice  and  reduce  nuclear  weapon  inventories  consistent 
with  our  national  security.  Where  preoccupation  with  Cold  War  concerns  once  forced  us  to  focus  primarily  on 
nuclear  arms  control  between  ourselves  and  the  Soviet  Union,  we  now  focus  with  equal  intensity  on  very  dangerous 
Third  World  proliferation. 

These  changes  magnify  and  intensify  ACDA's  potential  contribution  to  national  security.  Our  Agency  has  a 
vital  mandate  to  advance  arms  control,  nonproliferation,  and  disarmament  on  behalf  of  the  U.S.  Government  around 
the  world,  and  also  within  that  government  at  home.  ACDA's  unique  function  is  to  ensure  that  arms  control, 
nonproliferation  and  disarmament  are  always  part  of  the  national  security  policy  debate,  that  there  is  always  an 
unconflicted  voice  on  their  behalf  in  the  highest  levels  of  government.  While  I  am  Director,  ACDA  will 
emphatically  fulfill  that  mandate.  We  will  do  so  along  with  other  agencies  if  possible,  but  alone  if  necessary.  It  is 
when  ACDA  stands  alone  that  the  need  for  what  it  has  to  say  is  most  acute. 


John  D.  Holum 
Director 
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I.  CONTROLLING  NUCLEAR  WEAPONS 


Nuclear  weapons  are,  by  a  wide  margin,  the  most 
destructive  devices  ever  devised.  None  has  been  used  in 
anger  for  the  past  48  years.  ACDA's  highest  priority  is 
to  ensure  that  nuclear  weapons  will  never  be  used  again. 
Our  efforts  are  concentrated  on  two  tracks: 

■  Eliminating  the  massive  nuclear  over-armament 
that  remains  from  the  Cold  War, 

■  Curbing  and  reducing  the  number  of  entities 
with  nuclear  weapons  available  for  use. 

ELIMINATING  COLD  WAR  NUCLEAR 
OVER-ARMAMENT 

Arms  reduction  and  economic  conversion  were 
relatively  simple  and  straightforward  after  the  end  of  the 
Second  World  War.  They  are  far  more  complex  and 
difficult  today,  after  the  end  of  the  Cold  War.  Even 
though  the  United  States  and  Russia  agree  that  nuclear 
arsenals  should  be  dramatically  reduced, 

■  the  hazardous  combination  of  high  explosives 
and  radioactive  materials  renders  safe  dis- 
mantlement of  nuclear  weapons  a  difficult  and 
expensive  process, 

■  the  long-lasting  potential  of  fissile  material  to 
be  reman ufac  cured  into  new  nuclear  weapons 
requires  secure  and  expensive  storage, 

■  the  breakup  of  the  Soviet  Union  has  left  large 
stocks  of  nuclear  weapons  on  the  territories  of 
four  governments  rather  than  one.  and 


■     all  four  of  these  governments  are  undergoing 
economic  and  political  stress. 

U.S.  and  Russian  intermediate-range  nuclear  forces 
(INF)  have  been  eliminated  under  the  INF  Treaty.  It  is, 
therefore,  possible  to  make  a  relatively  clear  distinction 
between  tactical  (short-range)  and  strategic  (long-range) 
nuclear  weapons  in  the  American  and  Russian  arsenals. 


Tactical  Nuclear  Weapons 

The  large  numbers,  smaller  size,  and,  in  some  cases, 
less  safe  design  of  tactical  nuclear  weapons  renders  them 
inherently  more  difficult  than  strategic  weapons  to 
control. 

The  aborted  coup  in  the  Soviet  Union  in  August  1991 
raised  major  questions  about  how  control  would  be 
maintained  over  the  thousands  of  tactical  nuclear 
weapons  located  throughout  the  republics  of  the  Soviet 
Union.  A  breakdown  in  the  military  command  and 
control  of  these  weapons  could  lead  to  nuclear  weapons 
being  seized  for  use  in  civil  conflict  or  for  sale  on  the 
black  market,  or  being  involved  in  accidents  resulting 
from  careless  handling. 

To  encourage  Soviet  reciprocity  President  Bush 
announced,  on  September  27,  1991,  that  the  U.S.  would 
unilaterally  withdraw  approximately  2,400  tactical 
nuclear  weapons  from  overseas.  Within  a  week,  former 
Soviet  President  Gorbachev  responded  by  announcing 
similar  measures,  including  elimination  of  most  Soviet 
short-range  missile  warheads  and  nuclear  artillery  shells, 
withdrawal  and  elimination  of  all  Soviet  nuclear  land 
mines  and  nuclear  warheads  for  air-defense  missiles,  and 
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removal  of  all  Soviet  tactical  nuclear  weapons  from 
surface  ships  and  multipurpose  submarines.  These 
weapons,  along  with  those  from  ground-based  naval 
aviation,  were  to  be  stored  centrally  in  Russia  and  in 
some  cases  eliminated. 

This  Soviet  response,  combined  with  the  mounting 
political  instability  in  the  Soviet  Union,  spurred  U.S. 
interest  in  enhancing  the  safety  and  security  of  the  large 
number  of  tactical  nuclear  weapons  to  be  transported, 
centrally  stored  in  Russia  and  dismantled.  The  Safety, 
Security  and  Dismantlement  (SSD)  effort,  discussed  on 
page  4,  began  in  response  to  this  interest. 

After  the  dissolution  of  the  Soviet  Union  and  the 
emergence  of  four  newly  independent  former  Soviet 
states  with  nuclear  weapons  located  on  their  territories, 
Russian  President  Yeltsin  accelerated  the  dismantlement 
schedule. 

The  presence  of  large  numbers  of  tactical  nuclear 
weapons  in  a  politically  and  economically  strained 
Russia,  and  the  possibility  of  black-market  sale  of  these 
weapons,  continues  to  be  a  source  of  major  concern. 
Nevertheless,  the  world  is  far  more  secure  as  a  result  of 
the  rapid  and  complete  withdrawal  of  tactical  nuclear 
weapons  from  Belarus,  Kazakhstan,  and  Ukraine. 


Strategic  Nuclear  Weapons 

Strategic  nuclear  weapons  include  the  Intercontinental 
Ballistic  Missiles,  Submarine-Launched  Ballistic 
Missiles,  and  heavy  bombers,  with  their  warheads,  that 
can  strike  from  one  continent  to  another.  They  possess 
not  only  the  longest  range  of  any  weapon  class,  but  also 
the  greatest  destructive  power.  While  they  are  unlikely 
to  be  the  first  nuclear  weapons  to  be  used  in  a  conflict,  if 
they  were  used  they  would  cause  by  far  the  greatest 
damage. 


Strategic  Arms  Reduction  Treaty  (START)  and 
the  Lsbon  Protocol 

On  July  31,  1991.  President  Bush  and  President 
Gorbachev  signed  the  START  Treaty,  mandating 
reductions  in  the  superpower  strategic  nuclear  arsenals 
by  approximately  one  third.  After  the  demise  of  the 
Soviet  Union,  such  large  scale  reductions  of  strategic 
weapons  remain  of  critical  importance,  both  intrinsically 
and  because  they  reduce  the  motivation  for  new  nuclear- 
weapon  states  to  emerge  from  the  breakup  of  the  Soviet 
Union  and  elsewhere. 

Belarus,  Kazakhstan,  Russia,  and  Ukraine  signed  the 
Lisbon  Protocol  to  the  START  Treaty  on  May  23,  1992, 


accepting  their  obligations  as  successor  states  to  the 
former  Soviet  Union  for  the  START  Treaty.  The  Lisbon 
Protocol  commits  Belarus,  Kazakhstan,  and  Ukraine  to 
accede  to  the  Treaty  on  the  Nonproliferation  of  Nuclear 
Weapons  (NIT)  as  non-nuclear-weapon  states  in  the 
shortest  possible  time;  associated  letters  from  the 
Presidents  of  these  three  states  further  commit  them  to 
eliminate  all  nuclear  weapons  and  strategic  offensive 
arms  located  on  their  territories  within  the  seven  year 
START  reduction  period. 

Belarus  and  Kazakhstan  have  acted  with  commendable 
speed  in  fulfilling  their  Lisbon  obligations. 

The  Ukrainian  Parliament's  original  resolution  of 
ratification  included  unacceptable  conditions  that 
precluded  START'S  entry  into  force.  But  the  Trilateral 
Statement  signed  January  14,  1993,  in  Moscow  by 
Presidents  Clinton,  Yeltsin,  and  Kravchuk  was  crucial  in 
opening  the  way  to  removal  of  these  obstacles.  This 
statement  provided  security  assurances  for  Ukraine, 
compensation  for  the  value  of  highly  enriched  uranium 
from  the  warheads  in  Ukraine,  and  technical  and 
financial  assistance  for  dismantling  nuclear  forces  in 
Ukraine. 

Following  the  constructive  leadership  of  Ukrainian 
President  Kravchuk,  on  February  3  the  Ukrainian 
Parliament  removed  its  previous  conditions  and 
authorized  the  Government  of  Ukraine  to  exchange 
instruments  of  ratification  of  START. 

Although  the  Treaty  has  not  yet  entered  into  force,  the 
U.S.  and  its  four  Treaty  partners  have  been  working  out 
details  of  Treaty  implementation  in  regular  meetings  of 
the  Joint  Compliance  and  Inspection  Commission 
(JCIC),  established  by  the  Treaty.  Much  of  the  work  of 
the  JCIC  has  been  devoted  to  the  complicated  and 
uncharted  process  of  clarifying  the  Treaty  rights  and 
obligations  of  each  of  the  four  successor  states  to  the 
former  Soviet  Union.  Similar  work  is  being  done  in  the 
Special  Verification  Commission,  charged  with 
implementing  the  Intermediate-Range  Nuclear  Forces 
Treaty,  which  has  been  in  force  since  1988,  and  which 
also  has  required  adaptation  to  the  post-Soviet  world. 


Strategic  Arms  Reduction  Treaty  (START)  II 

Recognizing  their  mutual  interest  in  establishing 
stabilizing  strategic  nuclear  forces  at  levels  below  the 
limits  set  by  START,  on  January  3,  1993  the  U.S.  and 
Russia  signed  the  START  II  Treaty. 

START  II  will  further  reduce  the  number  of  strategic 
nuclear  warheads  down  to  approximately  one  third  of  the 
pre-START  levels.  But  START  II' s  qualitative 
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stabilizing  features  are  at  least  as  important  as  its 
numerical  reductions. 

By  prohibiting  heavy  ICBMs  and  multiple  warhead 
ICBMs,  START  II  will  significantly  reduce  first-strike 
potential  and  thereby  increase  stability.  These  weapons 
have  long  been  considered  destabilizing  because  they 
have  been  at  once  the  most  vulnerable  strategic  systems 
and  those  most  capable  of  destroying  large  numbers  of 
hard  targets  on  the  other  side. 

Like  START.  START  LT  will  serve  U.S.  non- 
proliferation  interests  by  helping  to  allay  the  security 
concerns  of  the  other  successor  states  to  the  former 
Soviet  Union,  and  by  demonstrating  US. -Russian 
commitment  to'  deep  reductions  in  their  respective 
nuclear  arsenals. 

START  and  START  II  are  separate  agreements  that 
will  be  in  force  simultaneously.  START  II  relies  heavily 
and  explicitly  on  START  definitions  and  extensive 
verification  procedures;  by  its  own  terms  START  II 
cannot  be  implemented  until  START  enters  into  force. 
It  will  remain  in  effect  as  long  as  START  does. 

The  ratification,  entry  into  force,  and  full 
implementation  of  the  START  and  START  II  Treaties 
and  the  Lisbon  Protocol  by  all  Parties  is  at  once  the 
unfinished  business  of  the  Cold  War  and  the  first  task  of 
the  post-Soviet  era. 


Future  Strategic  Arms  Control 

In  the  coming  year,  ACDA  will  explore  the  possibility 
of  arms  control  measures  designed  to  structure  the 
world's  major  nuclear  forces  so  as  to  further  promote 
stability  and  reduce  first-strike  potential.  ACDA  is  also 
increasing  its  efforts  to  assess  the  impact  of  new 
technology  on  strategic  arms  control  and  its  verification. 


Safety,  Security,  and  Dismantlement  (SSD)  of 
Weapons  of  Mass  Destruction 

Safety,  security,  and  dismantlement  (SSD)  of  weapons 
of  mass  destruction  from  the  arsenal  of  the  former  Soviet 
Union  is  a  principal  U.S.  security  concern  and  policy 
goal.  This  includes  the  complete  denuclearization  of 
Belarus,  Kazakhstan  and  Ukraine,  as  well  as  the 
accelerated  reduction  of  Russia's  nuclear  weapons,  the 
elimination  of  its  chemical  weapons,  and  the 
advancement  of  U.S.  nonproliferation  objectives. 

The  post-Soviet  era  has  opened  the  possibility  of 
advancing  these  security  objectives  not  only  through  the 
traditional  means  of  negotiated  arms  control  agreements. 


Arms  Control  and  Disarmament  Agency 

but  also  through  innovative  cooperative  efforts.  The 
Nunn-Lugar  Act  authorized  the  President  to  spend  up  to 
$400  million  in  Department  of  Defense  funds  in  Fiscal 
Year  1992  to  finance  weapons  dismantlement  and 
nonproliferation  in  the  four  states  of  the  former  Soviet 
Union  with  strategic  nuclear  weapons  located  on  their 
territory.  A  further  $800  million  in  Department  of 
Defense  funds  has  been  appropriated  for  Fiscal  Years 
1993-1994. 

SSD  assistance  is  already  being  provided  to  Belarus 
and  Russia.  Umbrella  and  implementing  agreements 
with  Kazakhstan  and  Ukraine  entered  into  force  in 
December  1993  and  January  1994,  and  technical 
assistance  is  now  under  way. 

SSD  assistance  takes  many  forms,  depending  on  U.S. 
interests  and  the  needs  of  the  recipient  country.  These 
include  programs  to: 

■  facilitate  and  expedite  the  elimination  of 
strategic  nuclear  weapon  delivery  vehicles  and 
chemical  weapons  (both  the  United  States  and 
Russia  have  already  begun  to  eliminate  strategic 
nuclear  weapon  delivery  vehicles  that  will  be 
subject  to  the  START  Treaty  limits); 

■  facilitate  the  deactivation  and  safe  and  secure 
return  of  nuclear  warheads  to  Russia  for 
dismantlement; 

■  assist  Russian  efforts  to  provide  safe  and  secure 
storage  for  special  nuclear  materials  recovered 
from  dismantled  weapons; 

■  provide  support  for  establishing  continuous 
communication  links  in  Belarus,  Kazakhstan, 
and  Ukraine  for  transmission  of  arms  control 
treaty-related  notifications. 

We  are  concerned  that  Belarus,  Kazakhstan,  Russia, 
and  Ukraine  ensure  that  expertise  and  special  materials 
for  weapons  of  mass  destruction,  and  of  course  the 
weapons  themselves,  do  not  spread  within  their  borders 
to  unauthorized  individuals,  or  beyond  their  borders  to 
other  countries  or  sub-national  groups.  Thus,  the  U.S.  is 
providing  SSD  assistance  to: 

■  help  design,  establish,  or  improve  export  control 
systems  to  prevent  the  proliferation  of  weapons 
of  mass  destruction  and  related  technologies; 

■  establish  or  enhance  the  existing  national 
systems  of  nuclear  material  control  and  account- 
ing and  physical  protection,  to  help  these  states 
better  protect  civilian  nuclear  materials  against 
possible  internal  or  external  proliferation 
threats; 
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■  establish  science  and  technology  centers  in 
Moscow  and  Kiev  that  will  fund  scientific 
projects  to  engage  the  scientific  talent  formerly 
employed  by  the  military-industrial  complex  in 
more  productive  and  peaceful  non-military 
endeavors. 

Finally,  U.S.  assistance  is  helping  the  recipient  nations 
overcome  the  economic  and  environmental 
consequences  of  the  Cold  War  by: 

■  promoting  the  conversion  of  defense  industrial, 
technological  and  scientific  facilities  and 
personnel  to  more  productive  and  peaceful 
endeavors; 

■  assisting,  to  the  extent  resources  permit,  with 
environmental  assessment  at  former  Soviet 
military  facilities. 

HALTING  NUCLEAR  PROLIFERATION 

Preventing  the  spread  of  nuclear  weapons  has  long 
been  a  fundamental  national  security  and  foreign  policy 
objective  of  the  United  States.  Nuclear  proliferation 
threatens  regional  security  and  challenges  our  ability  to 
assist  allies  and  friends  during  a 
conflict.  It  can  lead  to  increasingly 
dangerous  arms  races  throughout  the 
world.  Of  even  greater  concern,  it 
can  increase  the  risk  that  nuclear 
weapons  will  be  used. 


President  Clinton  has  announced  a  series  of  new 
initiatives  concerning  fissile  materials.  The  United 
States  will  undertake  a  comprehensive  approach  to  the 
growing  accumulation  of  fissile  material,  both  from 
dismantled  nuclear  weapons  and  from  civil  nuclear 
programs.  Under  this  approach,  the  United  States  will: 

■  seek  to  ban  any  addition  to  stockpiles  of  highly 
enriched  uranium  (HEU)  or  plutonium  outside 
of  IAEA  safeguards,  and  to  ensure  that  existing 
stockpiles  are  subject  to  the  highest  standards  of 
safety,  security,  and  accountability; 

■  propose  a  multilateral  convention  prohibiting 
the  production  of  HEU  or  plutonium  for  nuclear 
explosive  purposes  or  outside  international 
safeguards; 

■  encourage  more  restrictive  regional  arrange- 
ments to  constrain  fissile  material  production  in 
regions  of  instability  and  high  proliferation  risk; 

■  submit  U.S.  fissile  material  no  longer  needed 
for  our  deterrent  to  inspection  by  the  IAEA; 


Strong  U.S.  leadership  and 
support  for  this  framework  has  been 
a  consistent  feature  of  U.S.  foreign 
and  national  security  policy.  The 
present  Administration  has  declared 
the  proliferation  of  weapons  of  mass 
destruction  to  be  one  of  the  primary  foreign  policy 
concerns  of  the  United  States.    Key  elements  of  the  U.S. 
policy  are  directed  at  nuclear  nonproliferation, 
including: 

■  achieving  the  indefinite  extension  of  the  NPT; 

■  affirming  support  for  the  International  Atomic 
Energy  Agency  (IAEA)  and  the  need  to  ensure 
it  has  adequate  resources; 

■  reaffirming  support  for  the  Nuclear  Suppliers 
Group; 

■  implementing  domestic  export  controls  that 
recognize  both  U.S.  nonproliferation  objectives 
and  the  importance  of  export  growth  to  the  U.S. 
economy. 


"One  of  our  most  urgent  priorities  must  be 
attacking  the  proliferation  of  weapons  of 
mass  destruction  ...and  the  ballistic  missiles 
that  can  rain  them  down  on  populations 
hundreds  of  miles  away. "  rimum*  a^imiyhtmima 

hhfcadetoa  torn*  IMM  Nations  Gtntral  Atmmbly  on  SKpftmbw  27, 
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trarrwwotk  for  US  policy  on  nonprotitoraticn  and  export  ca-)lrol. 


explore  means  to  limit  the  stockpiling  of 
plutonium  from  civil  nuclear  programs,  and 
seek  to  minimize  the  civil  use  of  HEU; 

initiate  a  comprehensive  review  of  long-term 
options  for  plutonium  disposition,  taking  into 
account  technical,  nonproliferation,  environ- 
mental, budgetary,  and  economic  consider- 
ations. Nuclear  nonproliferation  has  never  been 
a  uniquely  American  interest;  it  depends  on 
broad  international  cooperation.  The  interna- 
tional community  has  a  deep  stake  in  a  success- 
ful nuclear  nonproliferation  regime.  The  United 
States  will  continue  to  maintain  close  ties  with 
its  allies  in  this  area,  as  well  as  with  Russia  and 
other  countries. 
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Treaty  on  the  Nonprouferation  of  Nucuar 
Weapons 

The  Treaty  on  the  Nonprolif  crauon  of  Nuclear 
Weapons  (NFT)  was  opened  for  signature  in  1968  and 
entered  into  force  in  1970.  With  more  than  160  Parties, 
it  is  the  most  widely-accepted  multilateral  arms  control 
treaty  in  history  and  represents  the  primary  legal  and 
political  barrier  to  the  further  proliferation  of  nuclear 
weapons.  The  NPT  establishes  a  framework  essential  to 
global  and  regional  stability,  for  preventing  the  spread  of 
nuclear  weapons,  and  for  facilitating  and  regulating 
cooperation  among  states  in  the  peaceful  uses  of  nuclear 
energy. 

Under  Article  I  of  the  NFT,  each  nuclear-weapon  State 
Party  to  the  Treaty  (U.S.,  U.K.,  Russia,  France,  and 
China)  pledges  "...not  to  transfer  to  any  recipient 
whatsoever  nuclear  weapons  or  other  nuclear  explosive 
devices  or  control  over  such  weapons  or  explosive 
devices  directly  or  indirectly;  and  not  in  any  way  to 
assist,  encourage,  or  induce  a  non-nuclear  weapon  State 
to  manufacture  or  otherwise  acquire  nuclear  weapons  or 
other  nuclear  explosive  devices,  or  control  over  such 
weapons  or  explosive  devices. " 

Under  Article  II  of  the  NPT,  each  non-nuclear-weapon 
State  Party  to  the  Treaty  pledges  "...not  to  receive  the 
transfer  from  any  transferor  whatsoever  of  nuclear 
weapons  or  other  nuclear  explosive  devices  or  of  control 
over  such  weapons  or  explosive  devices  directly,  or 
indirectly;  not  to  manufacture  or  otherwise  acquire 
nuclear  weapons  or  other  nuclear  explosive  devices;  and 
not  to  seek  or  receive  any  assistance  in  the  manufacture 
of  nuclear  weapons  or  other  nuclear  explosive  devices. " 

Under  Article  III,  each  non-nuclear-weapon  State 
Party  to  the  Treaty  undertakes  to  accept  International 
Atomic  Energy  Agency  (IAEA)  safeguards  on  all 
peaceful  nuclear  activities  as  a  means  to  verify  the 
pledge  under  Article  II. 

Under  Article  IV,  the  NPT  Parties  have  a  right  to 
develop  nuclear  energy  for  peaceful  purposes,  and  all 
Parties  undertake  to  facilitate  the  fullest  possible 
exchange  of  equipment,  materials,  and  information  for 
peaceful  uses  of  nuclear  energy. 

Under  Article  VI  of  the  NPT,  Parties  to  the  Treaty 
undertake  "to  pursue  negotiations  in  good  faith  on 
effective  measures  relating  to  cessation  of  the  nuclear 
arms  race  at  an  early  date  and  to  nuclear  disarmament, 
and  on  a  treaty  on  general  and  complete  disarmament 
under  strict  and  effective  international  control " 
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It  is  noteworthy  that,  while  Article  VI  does  not 
mandate  any  specific  action  regarding  any  specific 
weapon,  it  has  nevertheless  been  implemented  to  a 
significant  degree.  The  INF  Treaty  constituted  the  first 
major  step  toward  disarmament  by  eliminating  and 
outlawing  an  entire  class  of  nuclear  weapons.  The  1991 
reciprocal  initiative  on  tactical  nuclear  weapons, 
reviewed  on  page  1,  constituted  a  rapid  and  cooperative 
withdrawal  for  elimination  of  nearly  all  of  the  world's 
tactical  nuclear  weapons.  START  II  will  take  another 
major  step  by  eliminating  MIR  V  ICBMs  and  heavy 
ICBMs. 

EXTENSION  OF  THE  NONPROUFERATION  TREATY 
BEYOND  1995.    In  1995,  by  the  terms  of  the  Treaty,  a 
critically  important  conference  of  NPT  Parties  will  be 
convened  to  "decide  whether  the  Treaty  shall  continue 
in  force  indefinitely  or  shall  be  extended  for  an 
additional  fixed  period  or  fixed  periods. " 

The  U.S.  Government  strongly  supports  the  NPT  and 
is  engaged  in  efforts  to  achieve  its  indefinite, 
unconditional  extension  in  1995.   1993  NPT-related 
activities  of  the  U.S.  Government  focused  largely  on 
preparing  for  the  1995  NPT  Conference  and  on 
broadening  support  for  its  indefinite  extension.  In 
addition,  the  U.S.  Government  continued  to  address 
Parties'  noncompliance  with  NPT  obligations,  and  to 
promote  adherence  to  the  Treaty. 

ACDA  is  leading  U.S.  Government  participation  in 
negotiations  on  the  NPT  and  its  extension  in  1995. 
Preparations  for  the  1995  NPT  Conference  are  well 
underway. 

In  May  1993,  the  first  meeting  of  the  Preparatory 
Committee  for  the  1995  NFT  Conference  was  held  in 
New  York  at  U.N.  Headquarters.  The  meeting  was 
attended  by  a  record  number  of  NPT  Parties  and  served 
as  a  productive  beginning  to  the  two-year  preparatory 
phase  for  the  1995  NPT  Conference.  ACDA  led  the  U.S. 
delegation  to  the  May  PrepCom  meeting.  Throughout 
1993,  ACDA  conducted  numerous  bilateral  consultations 
with  key  NFT  Parties  in  Washington,  New  York, 
Geneva,  and  Vienna  in  an  effort  to  promote  broad 
international  support  for  the  indefinite  extension  of  the 
NPT.  This  outcome  has  now  been  endorsed  by  a  number 
of  states,  including  the  members  of  NATO,  the 
Conference  on  Security  and  Cooperation  in  Europe,  the 
South  Pacific  Forum,  and  the  G-7  (Canada,  France, 
Germany,  Italy,  Japan,  U.K.,  and  U.S.).  In  addition, 
support  among  developing  nations  for  indefinite 
extension  is  beginning  to  emerge. 

Preparations  for  the  1995  NPT  Conference  are  being 
made  in  the  context  of  severe  challenges  to  the 
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international  nonprolifcralion  regime,  including  the  still 
unresolved  situations  in  Iraq  and  North  Korea.  These 
events  caused  some  NPT  Parties  concern  about  overall 
compliance  with  the  Treaty  and  the  effectiveness  of  the 
IAEA  in  assuring  that  safeguards  are  effectively  applied. 
ACDA  has  participated  in  U.S.  efforts  to  address  the 
situations  in  Iraq  and  North  Korea,  and  has  supported 
IAEA  initiatives  to  improve  and  strengthen  the  IAEA 
safeguards  system. 

While  challenges  to  a  successful  NPT  extension 
outcome  remain,  significant  opportunities  have  emerged 
over  the  past  year  for  strengthening  and  broadening  the 
international  nonproliferation  regime  that  in  turn  will 
reinforce  U.S.  efforts  to  extend  the  NPT  indefinitely 
Such  opportunities  include: 

■  the  decision  to  begin  negotiation  of  a  Compre- 
hensive Test  Ban  (CTB)  treaty  at  the  Confer- 
ence on  Disarmament; 

■  the  agreement  to  begin  negotiation  of  a  multilat- 
eral convention  banning  the  production  of  fissile 
material  for  nuclear  explosive  purposes; 

■  the  continuing  efforts  by  U.S.  and  Russia  to 
implement  START  and  II. 

These  initiatives  have  had  a  positive  effect  on  the 
NPT,  particularly  on  the  record  of  NPT  Parties  in 
meeting  their  obligations  under  Article  VI. 

BRINGING  ADDITIONAL  MEMBERS  INTO  THE  NPT. 

ACDA  continued  a  substantial  program  throughout  1993 
to  encourage  wider  adherence  to  the  NPT.  Following  the 
accession  of  ten  new  states  in  1992,  seven  more  states  — 
Armenia,  Belarus,  Czech  Republic,  Guyana,  Mauritania, 
Slovakia,  and  St.  Kitts  &  Nevis  —joined  the  Treaty  in 

1993. 

• 

The  prompt  accession  of  Belarus  as  a  non-nuclear 
weapon  state  was  particularly  significant  and  welcome, 
given  continuing  concerns  about  disposition  of  nuclear 
weapons  of  the  former  Soviet  Union  stationed  on  the 
territory  of  Belarus.  ACDA  has  continued  to  work  to 
bring  the  remaining  New  Independent  States  of  the 
former  Soviet  Union  into  the  Treaty.  We  welcomed 
Kazakhstan's  parliamentary  action  to  ratify  the  NPT;  this 
action  brings  it  closer  to  meeting  its  pledge  to  formally 
accede  to  the  NPT  as  a  non-nuclear  weapon  state,  which 
we  expect  in  mid-February  1994.  We  anticipate  that 
Kyrgyzstan  may  take  up  the  issue  of  accession  in  the 
near  future. 

We  have  discussed  the  recent  encouraging  actions  of 
the  Ukrainian  Parliament  on  page  3.  It  is  particularly 
encouraging  that,  by  approving  the  Lisbon  Protocol, 


Ukraine  has  committed  to  acceding  to  the  NPT  as  a  non- 
nuclear  weapon  state  in  the  shortest  possible  time. 

In  addition  to  efforts  with  the  New  Independent  States, 
ACDA  continues  to  urge  non-Parties  in  other  regions, 
including  South  Asia  and  the  Middle  East,  to  join  the 
Treaty.  We  are  also  encouraging  all  NPT  Parties  that 
have  not  done  so  to  complete  the  IAEA  safeguards 
agreements  that  are  required  by  the  Treaty. 


The  International  Atomic  Energy  Agency 
(IAEA) 

For  over  30  years,  the  International  Atomic  Energy 
Agency  has  served  vital  U.S.  security  and 
nonproliferation  interests  through  its  program  of 
international  safeguards,  which  provide  assurances  that 
nuclear  materials  are  not  diverted  from  civilian  to 
military  purposes.  It  plays  a  central  role  in  international 
efforts  to  make  the  benefits  of  peaceful  uses  of  nuclear 
energy  available  to  countries  worldwide.  The  IAEA  has 
also  helped  make  nuclear  facilities  safer  worldwide 
through  its  nuclear  safety  program. 

The  United  States  is  one  of  the  IAEA's  strongest 
supporters  and  provides  approximately  25  percent  of  its 
annual  budget.  The  United  States  is  also  a  significant 
contributor  to  its  technical  assistance  and  cooperation 
programs,  which  are  supported  by  voluntary 
contributions  of  the  membership. 

Although  the  IAEA  has  operated  with  a  zero-real- 
growth  budget  since  1984,  it  has,  so  far,  successfully  met 
the  challenge  of  increased  responsibilities.  However, 
since  1992  the  Agency  has  been  forced  to  cut  some 
programs  and  defer  others  across  the  board  each  year. 
New  activities,  including  Agency  safeguards  on  U.S. 
material  from  dismantled  nuclear  weapons,  verification 
activities  for  a  potential  fissile  material  production  cutoff 
convention,  and  the  acceptance  by  additional  states  of 
full-scope  safeguards,  nevertheless  will  place  additional 
resource  demands  on  the  Agency.  The  U.S.  is  committed 
to  ensuring  adequate  resources  for  safeguards  and 
recognizes  that  significant  resources  will  be  required. 
ACDA  is  working  with  the  State  Department  to  help 
define  long-term  funding  approaches  for  increased  IAEA 
responsibilities. 

IAEA  SAFEGUARDS.  The  IAEA's  international  nuclear 
safeguards  system  was  developed  to  help  provide 
assurance  to  all  states  that  nuclear  activities  placed  under 
safeguards  are  directed  toward  peaceful  purposes,  to 
dissuade  potential  proliferators  from  using  safeguarded 
nuclear  materials  for  other  than  peaceful  purposes,  and 
i  to  .detect  diversion  of  these  materials  from  peaceful  uses. 
IAEA  safeguards  form  a  comprehensive  system  of 
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accounting  and  reporting  procedures,  on-site  inspection, 
and  nuclear  material  measurements  and  surveillance. 
The  system  is  based  on  a  network  of  188  separate 
international  agreements  between  the  IAEA  and 
participating  states,  based  on  NFT  membership  and/or 
conditions  of  supply  of  peaceful  nuclear  technology  and 
materials. 

The  IAEA's  experience  in  carrying  out  inspections 
under  U.N.  Security  Council  Resolution  687  of  April  3, 
1991,  including  its  discovery  of  Iraq's  violations  of  its 
safeguards  agreement,  has  led  the  IAEA  and  its  member 
states  to  consider  and  implement  measures  to  strengthen 
the  safeguards  system,  particularly  with  respect  to 
undeclared  activities. 

In  1992  the  IAEA's  Board  of  Governors  reaffirmed  the 
IAEA's  statutory  right  to  undertake  special  inspections 
of  undeclared  nuclear  activities  in  non-nuclear-weapon 
states  with  comprehensive  safeguards  agreements.  The 
Board  also  approved  measures  for  early  provision  of 
design  information  for  planned  nuclear  facilities  and 
expanded  reporting  of  transfers  of  nuclear  material, 
material  and  equipment.  It  is  considering  environmental 
monitoring  to  improve  detection  of  undeclared  activities. 
These  and  other  proposals  will  be  considered  further  in 
1994.  ACDA  is  playing  a  key  role  in  analyzing  and 
reviewing  measures  to  strengthen  the  IAEA  safeguards 
system. 

The  IAEA  continues  to  administer  an  extensive 
safeguards  program,  which  is  integral  to  the  NPT's 
purpose  of  preventing  the  spread  of  nuclear  weapons.  In 
1992  the  IAEA  safeguarded  approximately  35  tons  of 
separated  plutonium,  366  tons  of  plutonium  contained  in 
irradiated  nuclear  reactor  fuels,  1 1  tons  of  high-enriched 
uranium,  36,000  tons  of  low-enriched  uranium,  and 
78,000  tons  of  natural  and  depleted  uranium.  In 
safeguarding  these  materials,  493  nuclear  facilities  and 
some  320  smaller  installations  were  involved,  most  of 
which  were  located  in  states  that  do  not  have  nuclear 
weapons  and  which  accept  IAEA  safeguards  on  all  their 
peaceful  nuclear  activities.  The  IAEA  conducted  2.047 
inspections  in  1992,  verified  the  integrity  of  21,000 
seals,  reviewed  approximately  5,320  surveillance 
records,  and  analyzed  1,439  samples. 

In  1993,  ACDA  devoted  special  attention,  through  the 
IAEA's  Standing  Advisory  Group  on  Safeguards 
Implementation,  to  recommending  ways  to  correct  the 
shortcomings  in  IAEA  safeguards  revealed  by  the  Iraq 
experience.  These  recommendations  are  now  being 
aggressively  pursued  by  the  IAEA.  They  focus  on  very 
sensitive  techniques,  including  environmental 
monitoring,  for  detecting  clandestine  nuclear  facilities. 
ACDA  also  continued  to  promote  the  adoption  of 
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advanced  safeguards  for  civilian  nuclear  facilities  that 
will  process  or  use  separated  plutonium  as  nuclear  fuel. 

During  1993,  ACDA  and  other  U.S.  experts  held 
bilateral  consultations  on  IAEA  safeguards  issues  with 
Australia,  the  European  Atomic  Energy  Community, 
France,  Germany,  Japan,  and  the  United  Kingdom. 
These  talks  dealt  with  strengthening  existing  safeguards 
and  implementing  safeguards  in  new  plutonium 
facilities.  We  reached  agreement  with  each  of  the 
Parties  on  support  for  IAEA  field  testing  and  assessment 
of  new  safeguards  techniques. 

IAEA  TECHNICAL  ASSISTANCE.  The  IAEA  provides 
peaceful  nuclear  assistance  in  such  areas  as  medicine, 
agriculture,  and  industry.  The  United  States  provides 
support  to  its  technical  assistance  programs,  both 
through  voluntary  contributions  to  the  IAEA  Technical 
Assistance  and  Cooperation  Fund  and  through  voluntary 
"in-kind"  contributions.  These  contributions  include 
equipment  for  research,  donations  of  expert  services, 
training  courses,  and  fellowships  for  study  in  the  United 
States.  The  United  States  has  considerable  discretion 
over  the  distribution  of  these  contributions,  giving 
preference  to  states  that  have  joined  the  NFT  or  are 
Contracting  Parties  to  the  Treaty  of  Tlatelolco  (see  page 
39).  In  this  way  the  United  States  has  demonstrated 
tangibly  that  adherence  to  these  nonproliferation  treaties 
facilitates  access  to  peaceful  nuclear  technology,  an 
important  benefit  of  these  agreements. 

ACDA  continues  to  supply  vital  expertise  toward  the 
review  and  monitoring  of  the  IAEA's  various  technical 
programs.  ACDA  is  represented  on  the  interagency 
International  Technical  Liaison  Organization  which 
oversees  technical  cooperation  with  the  IAEA. 
Technologies  that  increase  the  risks  of  nuclear 
proliferation  are  discouraged,  while  others  that  reduce 
potential  proliferation  risks  are  supported. 

Under  Article  FV  of  the  NFT  United  States  has  pledged 
to  foster  "the  further  development  of  the  applications  of 
nuclear  energy  for  peaceful  purposes,  especially  in  the 
territories  of  non-nuclear  weapon  States  party  to  the 
Treaty,  with  due  consideration  for  the  needs  of 
developing  areas  of  the  world  "  The  U.S.  has  steadfastly 
pursued  this  pledge  through  the  technical  assistance  and 
cooperation  programs  of  the  IAEA  and  on  a  bilateral 
basis  to  enable  the  fullest  possible  exchange  of 
equipment,  materials,  and  scientific  and  technological 
information  on  the  peaceful  uses  of  nuclear  energy. 

Since  its  founding  in  1957,  the  IAEA's  technical 
assistance  and  cooperation  programs  have  been 
instrumental  in  bringing  the  benefits  of  nuclear  energy  in 
the  fields  of  electrical  power  generation,  medicine. 
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agriculture  and  science  to  both  the  developed  and 
developing  countries  around  the  world,  with 
considerable  technical  and  financial  support  from  the 
U.S. 

The  IAEA's  technical  cooperation  programs  largely 
focus  on  projects  and  activities  requested  and  carried  out 
by  individual  member  states.  Regional  programs  that 
support  training  and  joint  projects  have  also  been 
instituted  in  Latin  America,  the  Middle  East  and  Eastern 
Europe,  Africa,  and  Asia  and  the  Pacific.  By  making  a 
positive  contribution  to  human  health,  agriculture  and 
other  fields  utilizing  nuclear  techniques  in  many 
developing  countries,  which  comprise  the  majority  of 
IAEA  members,  the  technical  assistance  and  cooperation 
programs  generate  widespread  international  support  for 
the  Agency.  However,  many  developing  countries  also 
view  the  technical  assistance  programs  as  the  major 
benefit  they  receive  for  their  continuing  support  of  the 
NPT  and  IAEA  safeguards.  The  U.S.  pursues  technical 
assistance  and  cooperation  programs,  therefore,  not 
simply  for  the  important  developmental  assistance  they 
provide,  but  also  as  an  integral  part  of  our  broader 
nonproliferation  policy.  In  addition,  the  technical 
assistance  programs  help  bring  a  system  of  oversight  and 
stability  to  the  international  transfer  of  nuclear-related 
technology. 

The  United  States  supports  the  Agency's  technical 
assistance  programs  in  two  ways: 

■  through  voluntary  contributions  ("pledges")  to 
the  Agency's  Technical  Assistance  and  Coop- 
eration Fund  to  support  the  "hardcore"  programs 
of  the  Agency's  technical  cooperation  efforts; 

■  through  "in-kind"  extrabudgetary  contributions 
made  directly  to  specific  programs  or  projects. 
The  United  States  provides  equipment,  experts, 
training  courses  and  fellowships  for  study  in  the 
U.S. 


Defense  Industry  Conversion  in  Russia 

Major  legacies  of  the  Cold  War  include  not  only  the 
weapons  of  mass  destruction,  but  also  the  industries  and 
people  capable  of  producing  them.  The  competitors  in 
that  confrontation  now  face  enormous  defense  industrial 
overcapacity.  Conversion  of  that  capacity  to  peaceful 
commercial  uses  that  contribute  to  economic  growth  is 
essential. 

The  problem  is  especially  acute  in  the  former  Soviet 
Union,  since  these  nations  are  attempting  to  transform 
themselves  from  command  economies  to  a  market 
system  at  the  same  time  they  are  trying  to  convert  a 


major  portion  of  their  military  production  to  commercial 
purposes. 

One  of  the  most  potent  weapons  in  the  world  today  is 
the  mind  of  a  knowledgeable  Russian  nuclear  weapons 
scientist.  This  mind  is  attached  to  a  body  which  must  be 
fed,  and  which  in  mm  is  usually  attached  to  a  family 
which  must  also  be  fed.  Scientists  around  the  world  are 
usually  well  paid,  but  present  economic  conditions  in 
Russia  frequently  do  not  support  paying  scientists  on  the 
scale  they  deserve  and  to  which  they  are  accustomed.  If 
relatively  well  financed  would-be  proliferant  states  are 
willing  to  pay  well  for  the  use  of  the  scientist's  mind, 
Russian  economic  conversion  becomes  a  matter  of 
obvious  American  national  interest 

It  is  in  the  national  security  interest  of  the  United 
States  that  Russia  and  other  New  Independent  States 
convert  their  defense  industries  rapidly  and  effectively. 
The  U.S.  and  Russian  governments  have  established  a 
Joint  Commission  on  Defense  Industry  Conversion,  in 
which  ACDA  participates. 

Through  the  reorientation  of  nuclear  weapons  R&D  to 
industrial  R&D,  there  is  a  potential  for  former  military 
scientists  to  create  long-term  high-technology  civilian 
enterprises  that  can  be  commercially  viable.  To  evaluate 
this  concept  ACDA,  together  with  the  U.S.  Department 
of  Energy  and  Russia's  Ministry  of  Atomic  Energy 
(MIN  ATOM),  has  co-sponsored  entrepreneurial 
workshops  in  Moscow  and  the  United  States.  The 
objectives  of  these  workshops  are: 

■  to  facilitate  conversion  of  a  major  portion  of 
Russian  nuclear  weapons  R&D  complexes  into 
market-driven,  commercially  viable  industrial 
R&D  enterprises; 

■  to  encourage  weapons  scientists  to  contribute  to 
a  market-based  economy; 

■  to  exploit  the  enterprise-  and  job-creation 
potential  of  the  high  technology  capabilities  of 
the  Russian  nuclear  weapons  complex. 

Building  on  the  1992  Boston  experimental  workshop, 
a  prototype  workshop  was  held  in  Moscow  in  June  1993 
for  22  scientists  from  MIN  ATOM  weapons  laboratories 
Arzamas- 16  and  Chelyabinsk- 70.  The  Moscow  workshop 
trained  the  participants  in  the  basic  entrepreneurial  skills 
of  R&D  capability  and  production  capacity  assessment, 
market  research,  capability-to-market  matching,  market- 
driven  product  development,  business  plans,  business 
organization,  intellectual  property  rights  evaluation  and 
protection,  capital  investment,  and  funding  plans.  The 
focus  of  the  training  was  on  being  able  to  develop 
effective  business  plans  that  could  attract  American 
venture  capitalists  and  joint  venture  partners. 
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The  MIN ATOM  minister  has  requested  more 
workshops  be  held  in  the  U.S.  and  Russia.  The  third 
workshop  is  being  planned  for  April  1994  at  the 
Lawrence  Li vermore  Laboratory  in  California,  and  the 
fourth  one  for  the  late  summer  of  1994  at  Arzamas- 16. 
The  Livermore  workshop,  planned  for  about  25  Russian 
nuclear  weapons  scientists  from  Arzamas- 16  and 
Chelyabinsk-70,  will  develop  further  the  concepts 
learned  in  the  Moscow  workshop  and  focus  on 
developing  industrial  partnerships.  The  workshop  will 
include  industrial  participation  and  will  perform  business 
planning  case  studies  based  on  competitively  selected 
technical  proposals  from  the  MIN  ATOM  labs. 


Nuoear  Weapon  Free  Zones 

With  the  end  of  the  Cold  War  and  the  consequent  great 
reduction  in  the  nuclear  arms  competition  between  the 
United  States  and  the  states  of  the  former  Soviet  Union, 
new  attention  has  been  given  to  the  creation  of  nuclear 
weapon  free  zones  in  many  areas  of  the  world.  The 
United  States  supports  the  creation  of  such  zones  in 
regions  where  they  would  contribute  to  the  achievement 
of  U.S.  nuclear  nonproliferation  goals  and  would  be 
consistent  with  other  U.S.  national  security  interests. 

THE  TREATY  OF  TLATELOLCO.    One  of  the  models 
for  these  efforts  is  the  Treaty  for  the  Prohibition  of 
Nuclear  Weapons  in  Latin  America  and  the  Caribbean, 
also  known  as  the  Treaty  of  Tlatelolco  after  the  section 
of  Mexico  City  in  which  it  was  signed  on  February  14, 
1967.  The  Treaty  of  Tlatelolco  predates  the  NPT  and 
represents  the  first  effort  by  a  group  of  states  to  establish 
a  nuclear  weapon  free  zone  in  a  heavily  populated 
region. 

The  Treaty  now  has  24  Latin  American  and  Caribbean 
Contracting  Parties  that  have  pledged  not  to  develop, 
manufacture,  or  acquire  nuclear  weapons.  As 
Contracting  Parties,  these  states  have  accepted  the 
application  of  IAEA  safeguards  for  all  their  nuclear 
activities  in  order  to  assist  in  verifying  compliance  with 
the  Treaty.  The  Treaty  also  establishes  a  regional 
organization,  the  Agency  for  the  Prohibition  of  Nuclear 
Weapons  in  Latin  American  (known  by  its  Spanish 
acronym  OP  ANAL),  to  help  ensure  compliance  with  its 
provisions. 

The  Treaty  will  come  fully  into  force  when  all  eligible 
states  have  signed  and  ratified  (as  necessary  according  to 
their  laws)  the  Treaty  and  its  two  Protocols,  and 
concluded  comprehensive  safeguards  agreements  with 
the  IAEA.  States  can,  however,  individually  waive  this 
requirement  for  universal  adherence  and  declare  the 
Treaty  in  force  for  their  respective  territories,  thereby 
creating  the  nuclear  free  zone  in  a  piecemeal  fashion. 


Arms  Control  and  Disarmament  Agency 

Brazil  and  Cuba  are  Latin  American  states  with 
nuclear  programs  that  have  not  yet  brought  the  Treaty 
into  force.  However,  Argentina,  Brazil,  and  Chile  are 
close  to  bringing  the  Treaty  of  Tlatelolco  into  force  for 
their  respective  national  territories. 

Argentina  and  Chile  completed  their  domestic 
ratification  procedures  in  late  fall  of  1993.  The 
Brazilian  Congress  is  also  close  to  completing  its 
ratification  of  the  1992  amendments;  the  Chamber  of 
Deputies  approved  the  amendments  in  October  1993  and 
the  Senate  may  vote  its  approval  soon.    Argentina  and 
Brazil  have  already  committed  in  a  1991  bilateral  treaty 
not  to  produce,  test,  manufacture,  acquire,  receive,  or 
store  any  nuclear  weapon  and  to  use  nuclear  energy  for 
exclusively  peaceful  purposes.  It  is  possible  that  all  three 
countries  will  bring  the  Treaty  of  Tlatelolco  fully  into 
force  for  their  national  territories  in  early  1994.  When 
this  occurs,  Cuba  will  be  the  sole  Latin  American 
country  with  a  nuclear  program  to  remain  outside  the 
Treaty  of  Tlatelolco.  The  Cuban  Government  has 
announced  on  several  occasions  its  intention  to  join  the 
Treaty  "when  all  the  other  states  of  the  region  have  done 


The  Treaty  of  Tlatelolco,  like  the  NPT,  requires  its 
Contracting  Members  to  place  all  their  nuclear  activities 
under  IAEA  safeguards.  In  their  1991  bilateral  treaty  for 
the  peaceful  use  of  nuclear  energy,  Argentina  and  Brazil 
created  the  Argentine-Brazilian  Agency  for  Accounting 
and  Control  of  Nuclear  Materials  (ABACC),  a  bilateral 
agency  dedicated  to  applying  IAEA-like  safeguards  in 
both  countries.  In  December  1991,  Argentina,  Brazil, 
and  ABACC  concluded  and  signed  a  full-scope 
safeguards  agreement  with  the  IAEA.  When  in  force, 
this  agreement  will  fulfill  Tlatelolco' s  safeguards 
obligations  by  providing  for  IAEA  safeguards  on  all 
peaceful  nuclear  activities  in  the  two  countries,  including 
a  number  of  previously  unsafeguarded,  sensitive 
facilities.  Safeguards  will  be  carried  out  by  both  the 
IAEA  and  ABACC,  jointly  and  independently.  After 
entry  into  force  and  complete  implementation  of  the 
agreement,  the  longstanding  proliferation  concerns 
associated  with  the  nuclear  programs  of  Argentina  and 
Brazil  will  have  been  significantly  reduced.  Argentina 
and  Brazil  are  close  to  bringing  their  quadripartite 
comprehensive  safeguards  accord  with  the  IAEA  into 
force.  The  Argentine  Congress  approved  the  ratification 
of  the  agreement  in  August  1992.  but  the  Brazilian 
Congress  has  not  yet  completed  its  legislative 
procedures.  Meanwhile,  ABACC  has  continued  and 
expanded  its  inspections  of  both  countries'  nuclear- 
related  facilities. 

The  United  States  remains  firmly  committed  to  the 
goals  of  the  Treaty  of  Tlatelolco,  and  will  continue  to 
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seek  its  full  implementation.  The  Treaty  makes  a 
substantial  contribution  to  regional  peace  and  stability, 
as  well  to  strengthening  the  international  nuclear 
nonproliferation  regime  as  a  whole. 

THE  SOUTH  PACIFIC  NUCLEAR  FREE  ZONE.  In 

August  1985,  eight  members  of  the  South  Pacific  Forum 
signed  the  South  Pacific  Nuclear  Free  Zone  Treaty,  also 
known  as  the  Treaty  of  Rarotonga.  The  Treaty  is  now  in 
force  for  1 1  of  the  IS  Forum  members,  including 
Australia,  New  Zealand,  Fiji,  Papua  New  Guinea, 
Western  Samoa,  and  the  Solomon  Islands.  The  Treaty 
bans  the  manufacture,  possession,  stationing,  and  testing 
of  any  nuclear  explosive  device  in  territories  in  the  zone 
for  which  the  Parties  are  internationally  responsible,  as 
well  as  the  dumping  of  radioactive  waste  at  sea.  Three 
Protocols  extend  the  Treaty's  provisions  to  states  outside 
the  zone: 

■  Protocol  I  requires  states  with  territories  in  the 
region  to  apply  the  prohibitions  on  manufacture, 
stationing,  and  testing  of  nuclear  explosive 
devices  to  their  territories; 

■  Protocol  II  commits  the  five  declared  nuclear- 
weapon  states  not  to  use  or  threaten  to  use  any 
nuclear  explosive  device  against  Parties  to  the 
Treaty  or  Protocol  Parties'  territories  within  the 
zone; 

■  Protocol  m  commits  the  five  nuclear  weapon 
states  not  to  test  any  nuclear  explosive  device 
within  the  zone. 

The  United  States  Government  is  currently  reviewing 
its  policy  toward  the  South  Pacific  Nuclear  Free  Zone  in 
the  context  of  its  broad  examination  of  U.S. 
nonproliferation  policies. 

AFRICAN  NUCLEAR  WEAPON  FREE  ZONE.  The  U.S. 
has  supported  the  concept  of  the  denuclearization  of 
Africa  since  the  first  United  Nations  General  Assembly 
resolution  in  1964.  However,  no  real  progress  was  made 
until  South  Africa,  the  continent's  most  advanced  state 
in  both  peaceful  and  military  nuclear  technology,  joined 
the  NPT  in  mid-1991.  In  April  of  this  year,  an 
Organization  for  African  Unity  "Experts  Group" 
convened  in  Harare,  Zimbabwe  to  begin  the  process  of 
drafting  a  treaty.  The  initial  text  produced  by  that 
meeting  is  based  largely  on  the  South  Pacific  Nuclear 
Free  Zone  Treaty,  and  includes  new  provisions  on  the 
physical  protection  of  nuclear  material  and  the 
prohibition  of  attacks  on  nuclear  installations;  its  three 
protocols  are  similar  to  those  of  the  South  Pacific 
Nuclear  Free  Zone  Treaty.  The  U.S.  is  identified  as 
eligible  to  sign  the  non-use  and  non-testing  Protocols 
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only,  as  it  has  no  territories  for  which  it  is  internationally 
responsible  in  the  African  region. 

The  Experts  Group  will  meet  two  more  times  in  1994, 
and  intends  to  have  a  final  text  ready  for  signature  at  the 
next  Organization  of  African  Unity  Summit  meeting  in 
June  1994.  The  U.S.  was  asked  by  officials  of  the  Group 
to  review  informally  the  draft  text  produced  by  the 
Harare  meeting.  The  United  States  Government,  with 
ACDA  as  the  lead  agency,  will  continue  to  comment  on 
subsequent  drafts  of  the  proposed  treaty  in  light  of  U.S. 
national  security  interests. 


International  Export  Controls 

The  United  States  has  long  urged  cooperation  among 
countries  that  export  nuclear  and  nuclear -related 
materials  and  equipment  to  ensure  that  commerce  in  this 
area  does  not  contribute  to  nuclear  proliferation.  This 
cooperation  ranges  from  bilateral  discussion  of 
individual  cases  to  development  and  implementation  of 
multilateral  guidelines.  Multilateral  cooperation  largely 
takes  place  in  the  Zangger  Committee  and  the  Nuclear 
Suppliers  Group;  these  bodies  have  done  valuable  work 
in  this  area  which  we  review  on  page  37. 

EMERGING  NUCLEAR  SUPPLIERS.  The  question  of 
promoting  responsible  nuclear  export  policies  with  new 
suppliers  was  a  major  topic  of  bilateral  and  multilateral 
discussion  during  1993.  The  United  States  believes  that 
such  efforts  should  continue  and  strives  to  ensure  that 
export  activities  by  new  suppliers  are  held  under 
arrangements  that  minimize  the  danger  of  nuclear 
proliferation.  Our  basic  underlying  objective  is  to 
encourage  new  suppliers  to  accept  the  fundamental 
nuclear  export  norms  embodied  in  the  Zangger 
guidelines  which  pertain  to  NPT  Parties,  and  the  Nuclear 
Suppliers  Group  guidelines  which  pertain  to  all  nuclear 
suppliers.  As  new  suppliers  enter  the  international 
market,  it  is  important  to  encourage  them  to  adopt  the 
same  rules  that  govern  the  behavior  of  the  traditional 
supplier  nations. 

If  a  new  supplier  is  an  NPT  Party,  the  task  is 
somewhat  easier,  because  Parties  to  that  Treaty  have 
undertaken  obligations  to  require  IAEA  safeguards  on 
certain  nuclear  exports.  For  example.  South  Africa's 
accession  to  the  NPT  led  it  to  join  the  Zangger 
committee  in  1992.  Even  new  non-NPT  suppliers  such 
as  Argentina  understand  the  importance  of  verifying  the 
peaceful  use  commitments  of  their  nuclear  trading 
partners  and  have  announced  in  recent  years  that  then- 
nuclear  exports  will  be  subject  to  IAEA  safeguards. 
Argentina's  comprehensive  new  nuclear  export  control 
policy  (including  acceptance  of  full-scope  safeguards  as 
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a  condition  of  supply)  and  adherence  to  the  NSG 
Guidelines  led  to  an  invitation  for  it  to  participate  in  the 
1993  NSG  plenary  as  an  observer.  These  are  historic 
changes  in  Argentina's  export  policies  which  the  United 
States  has  recognized  and  applauded. 

On  the  other  hand,  China's  nuclear  exports  continue  to 
be  a  major  source  of  concern.  While  the  IAEA  approved 
a  safeguards  agreement  covering  the  sale  of  a  research 
reactor  to  Algeria,  the  earlier  secret  nature  of  this 
cooperation  gives  rise  to  suspicion  about  the  transaction. 
Moreover,  its  nuclear  cooperation  with  Iran  and  Pakistan 
raises  serious  questions  about  China's  nuclear  export 
policies.  The  United  States  continues  to  oppose  China's 
decision  to  supply  a  nuclear  power  plant  to  Pakistan 
without  requiring  full-scope  IAEA  safeguards,  and  has 
protested  ih;  decision  announced  in  1992  to  provide  a 
similar  power  plant  to  Iran.    China's  decision  to  suspend 
its  participation  in  the  Middle  East  arms  control  supplier 
initiative  also  raises  questions  concerning  its  support  for 
responsible  nonproliferation  export  policies. 


Banning  Nuclear  Explosive  Testing 

Recent  events  have  enhanced  prospects  for  a 
comprehensive  nuclear  test  ban  (CTB)  treaty. 

On  July  3,  1993,  President  Clinton  reversed  12  years 
of  U.S.  Government  opposition  to  a  comprehensive 
nuclear  test  ban  treaty,  declaring:  "A  test  ban  can 
strengthen  our  efforts  worldwide  to  halt  the  spread  of 
nuclear  weapons. "  He  also  extended  the  1992 
Congressionally -mandated  moratorium  on  U.S.  nuclear 
explosive  testing  through  September  1994,  and  called 
upon  other  nuclear-weapons  powers  to  observe  similar 
restraint.    He  explained  that  by  doing  so,  he  put  the 
United  States  "in  the  strongest  position  to  negotiate  a 
Comprehensive  Test  Ban  and  to  discourage  other  nations 
from  developing  their  own  nuclear  arsenals. " 


Arms  Control  and  Disarmament  Agency 

In  August  the  Geneva  Conference  on  Disarmament 
(CD)  decided  to  begin  CTB  negotiations  at  the  outset  of 
its  January  1994  session.     In  November  the  First 
Committee  of  the  United  Nations  General  Assembly 
approved  a  resolution  that  supports  CTB  negotiations  "as 
a  priority  task."  The  CD  decision  and  the  U.N.  resolution 
were  approved  by  consensus;  all  five  nuclear-weapon 
states,  China,  France,  Russia,  the  United  Kingdom,  and 
the  United  States,  supported  them  both.  Therefore,  there 
is  virtually  universal  support,  in  principle,  for  a  CTB.  A 
negotiating  mandate  was  agreed  to  at  the  CD  on  January 
25,  and  preparations  are  now  complete  for  rapid  CTB 
negotiations. 

CTB  treaty  has  traditionally  been  a  goal  for  the 
United  States  and  for  many  other  states,  but  a 
longstanding  question  has  been  whether  we  can  ensure 
effective  verification.  The  ability  to  detect  and  identify 
explosive  events  is  essential  for  detecting  and  deterring 
violators,  while  minimizing  false  alarms.  Devising  an 
effective  international  monitoring  regime  will  be  a  major 
challenge  to  the  members  of  the  CD. 

ACDA  will  manage  the  CTBT  negotiations  in  the 
Conference  on  Disarmament  in  Geneva,  will  chair  the 
CTBT  backstopping  group  in  Washington,  and  will 
provide  expert  members  to  the  U.S.  delegation  to  the 
Conference. 
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II.  ELIMINATING  CHEMICAL  AND  BIOLOGICAL 
WEAPONS 


While  the  mass  destruction  potential  of  a  chemical  or 
biological  weapon  is  many  times  greater  than  that  of  a 
conventional  weapon,  the  technology  needed  for  its 
design  and  manufacture  is  only  marginally  greater  than 
that  needed  for  a  conventional  weapon.  More  than  two 
dozen  countries  have  programs  to  research  or  develop 
chemical  weapons  and  a  number  of  them,  including 
Libya,  Iran,  and  Iraq,  have  stockpiled  such  weapons. 

In  the  past  year  the  world  has  taken  major  steps  toward 
total  elimination  of  chemical  and  biological  weapons. 
An  exceptionally  significant  step  was  the  opening  for 
signature  and  ratification  of  the  Chemical  Weapons 
Convention. 


ELIMINATING  CHEMICAL  WEAPONS 

(CW) 

Chemical  weapons  elimination  efforts  have  been 
conducted  on  two  tracks:  a  worldwide  negotiating  track, 
and  a  US -Russian  negotiating  track. 

Chemical  Weapons  Convention 

This  very  far-reaching  treaty  bans  all  development, 
production,  other  acquisition,  stockpiling,  transfer  and 
use  of  chemical  weapons.  It  requires  all  existing 
chemical  weapons  to  be  destroyed. 


More  than  20  years  of  negotiations  were  completed  on 
September  3,  1992,  when  the  Conference  on 
Disarmament  in  Geneva  forwarded  the  finished 
Chemical  Weapons  Convention  (CWC)  to  the  United 
Nations  General  Assembly.  The  General  Assembly 
endorsed  it  by  consensus  on  November  30.  1992.  The 
supporting  resolution  was  co-sponsored  by  145 
countries. 

The  CWC  was  opened  for  signature  on  January  13, 
1993  at  Paris.   130  countries,  including  the  United 
States,  became  original  signatories  within  three  days.  As 
of  December  1993,  154  countries  have  signed  the  CWC, 
and  four  have  deposited  instruments  of  ratification. 
Signatories  include  China,  India,  Pakistan,  virtually  all 
European  countries  except  former  Yugoslavia,  all  former 
Soviet  republics  except  Uzbekistan,  and  all  Western 
Hemisphere  states  except  Suriname  and  some  of  the 
English-speaking  Caribbean  nations.  The  most 
significant  non-signatories  include  Egypt,  Iraq,  Jordan, 
Libya,  North  Korea,  and  Syria. 

The  CWC  will  enter  into  force  1 80  days  after  the  date 
of  deposit  of  the  65th  instrument  of  ratification,  but  no 
earlier  than  January  13,  1995;  thus  65  ratifications  are 
needed  by  July  1994  for  entry  into  force  by  January 
1995.  During  his  speech  to  the  United  Nations  General 
Assembly  on  September  27,  1993  the  President  said,  "/ 
call  on  all  nations,  including  my  own,  to  ratify  this 
accord  quickly  so  that  it  may  enter  into  force  by 
January  13,  1995." 
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Arms  Control  and  Disarmament  Agency 


"This  Treaty  is  one  of  the  most  ambitious  in  the 
history  of  arms  control,  banning  an  entire  class 
of  weapons  of  mass  destruction.  It  is  a  central 
element  of  my  Administration's  nonproliferation 
policy.  The  Treaty  will  significantly  enhance  our 
national  security  and  contribute  to  greater 

global  Security."    Ptmktmnt  Onion  iubnWk»g»>»Otmn*xlWtopen* 

Convention  lothe  US  Senate  tor  lit  advice  and content November 23.  1993. 


aspects  of  implementation  of  this 
Convention  require  the  OPCW  to 
have  a  full-time  staff  of 
approximately  500  experts,  trained 
and  equipped  to  conduct  large 
numbers  of  expert  inspections 
anywhere  in  the  world. 


The  Administration  hopes  to  secure  prompt  Senate 
advice  and  consent  to  ratification  as  a  means  of 
promoting  entry  into  force  at  the  earliest  date  provided 
in  the  Convention. 

ACDA  is  the  lead  U.S.  Government  agency  on  the 
CWC.  This  includes: 

■  chairing  back  stopping  and  task  force  meetings; 

■  developing  and  coordinating  guidance  for  U.S. 
Government  negotiators; 

■  chairing  task  force  meetings  and  developing  and 
coordinating  Executive  Branch  policy  on  CWC 
ratification,  including: 

•  preparing  the  Article-by-Article 
analysis  of  the  Convention  and  draft 
implementing  legislation; 

•  preparing  the  report  to  Congress  on 
verifiability  of  the  CWC  which  is 
required  under  Section  37  of  the  Arms 
Control  and  Disarmament  Act; 

■  supervising  and  administering  U.S.  budgeting 
process  for  the  CWC; 

■  acting  as  the  Office  of  National  Authority  that 
will  interface  with  the  Organization  for  the 
Prohibition  of  Chemical  Weapons  (OPCW)  and 
will  coordinate  U.S.  CWC-related  administra- 
tive and  logistical  actions  in  the  U.S.  after  entry 
into  force  of  the  Convention; 

■  informing  and  educating  U.S.  chemical  industry 
about  the  CWC. 

CWC  PREPARATORY  COMMISSION  (PrepCom). 

Because  of  the  similarity  between  CW  facilities  and 
various  commercial  chemical  facilities,  and  because  of 
the  large  number  of  member  nations  possessing  such 
commercial  facilities,  CWC  implementation  will  be  a  far 
more  ambitious  undertaking  than  implementation  of  any 
previous  arms  control  agreement    Verification  and  other 


If  the  Chemical  Weapons 
Convention  is  to  be  credible,  its 
verification  apparatus  must  be  able  to 
swing  into  full  operation  the  moment 
the  Convention  enters  into  force.  It  has,  therefore,  been 
necessary  to  establish  a  Preparatory  Commission  to 
establish  procedures,  purchase  inspection  equipment,  and 
train  inspectors  to  be  fully  in  place  at  the  time  of  entry 
into  force. 

Both  the  OPCW  and  the  PrepCom  are  located  in  The 
Hague,  which  was  chosen  because  it  offered  the  most 
functionally  and  financially  attractive  package. 

Americans  hold  three  key  positions  in  the  Provisional 
Technical  Secretariat  (PTS):  Head  of  Administration, 
Chief  of  Industry  Verification,  and  Special  Assistant  to 
the  Executive  Secretary  for  Policy.  The  PTS  is  the 
implementing  and  support  body  of  the  Preparatory 
Commission  and  will  evolve  into  the  OPCW  Technical 
Secretariat 

The  PrepCom  convened  in  its  first  plenary  session 
February  8-12,  1993.    Subsequent  plenary  meetings 
were  held  April  19-23,  June  28-July  2,  September  27- 
October  1,  and  December  13-16.  PrepCom  Expert 
Groups  met  during  the  year,  between  plenary  sessions. 


Rules  of  Procedure; 

Privileges  and  Immunities; 

Budget; 

Program  of  Work; 

Financial  Regulations; 

Staff  Rules; 

Data  Systems; 

OPCW  Building; 

Chemical  Engineering; 

Safety  and  Health; 

Inspection  Team  Composition; 

Technical  Cooperation  and  Assistance; 

Analytical  Chemistry; 

Industry  Declarations; 

Equipment; 

Training; 

Chemical  Weapons  Facilities; 

Chemical  Industry  Facilities; 

Single  Small  Scale  Facility; 
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■  Challenge  Inspections; 

■  Technical  Cooperation  and  Assistance; 

■  Old  and  Abandoned  Chemical  Weapons; 

■  CWC  Implementation. 

Each  Expert  Groin}  reports  to  a  Working  Group. 
Working  Groups  meet  only  during  PrepCom  plenary 
sessions  to  approve  Expert  Group  intersessional  work 
before  sending  it  to  the  plenary.  There  are  two  Working 
Groups:  Working  Group  A  deals  with  Budget  and 
Administrative  matters,  while  Working  Group  B  deals 
with  Verification  and  Technical  Assistance. 

Two  PrepCom  issues  have  been  particularly 
contentious:  Israeli  regional  group  participation  has 
been  complicated  by  Arab  nations'  opposition  to 
including  Israel  in  the  Asian  Group,  which  would  be  its 
natural  geographic  place.  Instead,  the  Western  European 
and  Others  Group  is  exploring  the  possibility  of 
temporary  Israeli  participation  in  its  group.  Language 
usage  for  the  Expert  Groups  has  also  been  an  ongoing 
issue.     While  PrepCom  plenary  and  Working  Group 
sessions  were  interpreted  into  all  six  U.N.  official 
languages  (English,  French,  Spanish,  Russian,  Chinese, 
and  Arabic)  and  all  plenary  documents  translated  into  all 
six,  English  was  the  sole  working  language  for  Expert 
Groups.  France,  sometimes  supported  by  Canada,  has 
pressed  for  French  to  be  added.  Other  delegations 
objected  for  budgetary  reasons,  and  some  delegations 
insisted  that  if  French  were  added  the  other  four  U.N. 
languages  would  have  to  be  added  as  well;  this  would 
have  dramatically  increased  the  cost  of  the  Expert 
Groups.  The  working  solution  has  been  to  continue 
English  as  the  sole  working  language  unless  a  delegation 
specifically  requested  translation/interpretation  into  one 
of  the  other  U.N.  languages  for  a  particular  Expert  Group 


As  of  the  end  of  1993,  the  PrepCom  has: 

■  developed  organization,  staffing,  and  structure, 
hiring  66  staff  members; 

■  established  guidelines  for  inspection  team 
composition,  inspection  and  laboratory  equip- 
ment lists; 

■  outlined  the  training  program  for  future  inspec- 
tors; 

■  developed  staff  and  financial  regulations; 

■  finalized  a  Host  Country  agreement; 

■  begun  planning  for  a  permanent  building; 

■  completed  substantial  work  on  required  declara- 
tions and  on  an  information  management  ; . 
system; 
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■  conducted  seminars  on  implementing  legislation 
and  conduct  of  inspections  for  representatives  of 
member  States. 

The  PrepCom  is  planning  to  complete  its  work  in 
1994.  Remaining  work  consists  primarily  of: 

■  developing  the  detailed  instructions  necessary 
for  complete  declarations  and  inspection 
preparation; 

■  inspector  training  beginning  in  August  1994; 
inspection  teams  will  be  equipped  and  ready  by 
the  end  of  1994; 

■  assisting  member  States  in  ratification  efforts, 
sponsoring  seminars  for  member  States,  and 
assisting  National  Authorities'  preparation  for 
complying  with  the  Convention; 

■  conducting  multinational  trial  inspections. 


United  States-Russia  Bilateral  Negotiations  and 
Agreements 

Because  Russia  has  the  world's  largest  stockpile  of 
chemical  weapons,  we  have  a  particular  interest  in 
helping  them  to  dispose  of  it 

WYOMING  MEMORANDUM  OF  UNDER-STANDING 

(MOID.    At  the  September  23,  1989  Wyoming 
ministerial  meeting,  the  United  States  and  the  Soviet 
Union  signed  a  two-phase  Memorandum  of 
Understanding  (MOU)  for  the  purpose  of  building 
confidence  in  the  superpowers'  mutual  willingness  to 
declare  information  necessary  to  comply  with  the  future 
Chemical  Weapons  Convention. 

Phase  I  provided  for  an  exchange  of  general  data  on 
chemical  stocks  and  production  facilities,  and  for  a  series 
of  exchange  visits  to  CW  facilities.  This  phase  was 
successfully  completed  in  February  1991. 

Phase  II  provided  for  an  exchange  of  detailed  data  and 
for  challenge  inspections  at  both  declared  and 
undeclared  facilities.  Implementation  of  this  phase  has 
required  further  negotiations.  In  1993,  ACDA  led  a 
negotiating  team  to  Geneva  and  Moscow  to  complete 
work  on  the  Phase  II  implementing  documents.  These 
documents,  which  were  signed  during  the  January  1994 
Moscow  Summit,  provide  for  completion  of  data 
exchange  by  120  days  after  signature,  a  trial  challenge 
inspection  by  each  side  between  180  and  22S  days  after 
signature,  and  two  routine  inspections  plus  two  challenge 
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inspections  by  each  side  to  be  completed  by  300  days 
after  signature. 

BILATERAL  NON-PRODUCTION  AND  DESTRUCTION 
AGREEMENT  (BDA).  In  this  agreement,  signed  June  1, 
1990,  the  United  States  and  Russia  commit  to  destroy  all 
but  3,000  agent  tons  of  their  existing  chemical  weapons 
and  to  produce  no  more  chemical  weapons,  regardless  of 
what  other  nations  may  or  may  not  do  with  their 
chemical  weapons. 

Since  the  BDA  was  signed,  Russia  has  experienced 
difficulty  in  preparing  for  chemical  weapons  destruction, 
which  was  scheduled  to  have  begun  by  the  end  of  1992. 
Its  pilot  destruction  facility  was  closed  due  to  public 
environmental  concerns.  The  changing  political 
situation  in  the  Former  Soviet  Union  and  the  Russian 
Federation  in  1991-2  slowed  development  of 
implementing  procedures  for  the  verification  of  non- 
production  and  destruction.  The  BDA  schedule  has  now 
been  aligned  with  the  CWC  schedule  for  total  CW 
destruction  within  ten  years  of  Entry  Into  Force. 

The  same  ACDA-led  United  States  delegation  that 
negotiated  the  implementing  document  for  Phase  II  of 
the  Wyoming  MOU  simultaneously  negotiated  draft 
protocols  to  the  BDA,  completing  these  protocols  in 
March  1993.  Within  one  month,  the  United  States 
Government  approved  the  draft  and  so  notified  the 
Russian  Government.    On  September  17,  Russia 
proposed  changes,  principally  attempting  to  make 
conversion  of  former  CW  production  facilities  easier. 
The  U.S.  hopes  to  secure  Russian  agreement  to  the  BDA 
protocols  as  soon  as  possible  in  1994. 

UNITED  STATES-RUSSIA  CW  DESTRUCTION 
PROGRAM.  On  July  30,  1992,  the  United  States  and 
Russia  signed  an  agreement  to  cooperate  in  the 
destruction  of  CW.  Pursuant  to  the  agreement,  the  U.S. 
has  offered  to  provide  $25  million  in  Nunn-Lugar  funds 
to  help  Russia: 

■  formulate  a  concept  plan  for  its  destruction 
program; 

■  purchase  alarm  systems  for  safety  and  warning 
purposes  at  CW  destruction  sites  and  during 
transport  of  CW  to  the  destruction  sites; 

■  train  Russian  technicians  in  U.S.  CW  destruc- 
tion techniques; 

■  fund  visits  by  Russian  technical,  ministerial,  and 
local  officials  to  U.S.  CW  destruction  sites. 

ACDA  serves  as  the  interagency  policy  coordinator  for 
the  CW  destruction  agreement,  which  is  executed  by  the 
Department  of  Defense.  The  United  States  has  set  up  a 
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field  office  in  Moscow  to  obtain  the  technical  data 
needed  to  formulate  a  program  of  work  which  supports 
the  Russian  requirements,  and  six  Russian  interns  are 
receiving  training  in  the  U.S. 

Nevertheless,  progress  has  been  extremely  slow. 
Despite  years  of  effort,  the  actual  Russian  CW 
destruction  program  is  stalled.  While  a  rough  concept 
plan  has  been  created,  no  sites  have  been  approved  for 
destruction  facilities,  no  decisions  have  been  made  about 
the  technology  to  be  used,  and  no  Russian  funds  have 
been  appropriated  for  facility  construction.  On  January 
10,  1994,  the  United  States  and  Russia  signed  a  Program 
of  Work  that  includes  receipt  of  Russian  detailed 
technical  data  and  competitive  selection  of  a  U.S. 
contractor  to  develop  a  comprehensive  plan  for  Russian 
chemical  weapons  demilitarization. 


ELIMINATING  BIOLOGICAL 
WEAPONS  (BW) 

Development,  production,  and  stockpiling  of 
biological  weapons  is  prohibited  by  the  Biological 
Weapons  Convention  (BWC)  of  1972,  to  which  134 
nations  are  Parties.  To  help  strengthen  the  Convention, 
the  U.S.  has  decided  to  promote  new  measures 
increasing  the  transparency  of  activities  and  facilities 
that  could  be  used  for  biological  weapons  purposes. 

AD  HOC  GROUP  OF  GOVERNMENTAL  EXPERTS.    In 

1992  and  1993,  ACDA  led  the  U.S.  delegation  to  the  Ad 
Hoc  Group  of  Governmental  Experts,  mandated  by  the 
1991  Review  Conference  of  States  Parties  to  the  BWC. 
The  Group  identified  and  examined  21  potential 
verification  measures  from  a  scientific  and  technical 
standpoint.  Off-site  measures  include  information 
monitoring,  data  exchange,  remote  sensing,  and 
inspections.  On-site  measures  considered  include 
exchange  visits,  inspections,  and  continuous  monitoring. 

The  Group  concluded  that  reliance  could  not  be  placed 
on  any  single  measure,  but  that  combinations  of 
measures  could  help  to  enhance  transparency  and 
confidence  in  compliance. 

The  Group's  Final  Report  has  been  distributed  to  all 
134  Parties  to  the  Convention.  If  requested  by  a 
majority  of  the  68  States  Parties,  a  Special  Conference 
will  be  convened  to  discuss  the  Report  and  to  decide  on 
further  action.  The  U.S.  supports  holding  such  a 
conference. 
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U-S.-BRITISH-RUSSIAN  TRILATERAL  MEETINGS.     In 

September  1992,  senior  government  officials  from  the 
United  States,  the  United  Kingdom,  and  the  Russian 
Federation  issued  a  joint  statement  which  confirmed 
their  commitment  to  full  compliance  with  the  Biological 
Weapons  Convention  and  declared  that  biological 
weapons  have  no  place  in  their  armed  forces.  The  three 
countries  agreed,  among  other  things,  to  visits  to  non- 
military  biological  sites  in  order  to  remove  ambiguities 
about  compliance  with  the  BWC.  The  United  States  and 
the  United  Kingdom  have  since  conducted  two  visits  to 
Russian  sites  in  October  1993  and  two  visits  in  January 
1994.  At  the  January  1994  Summit,  Presidents  Clinton 
and  Yeltsin  reaffirmed  the  importance  of  these  activities 
and  agreed  on  a  schedule  of  experts  meetings  and  future 
visits  to  U.S.  and  U.K.  non-military  facilities. 


STEMMING  PROLIFERATION  OF 
CHEMICAL  AND  BIOLOGICAL 
WEAPONS  (CBW) 

While  the  Chemical  Weapons  Convention  and  the 
efforts  of  the  Biological  Weapons  Convention  Ad  Hoc 
Group  of  Governmental  Experts  are  major  advances,  all 
the  news  is  not  good.  Over  two  dozen  countries  are 
researching  or  developing  CW.  In  many  instances, 
foreign  biological  weapons  programs  have  followed 
closely  on  the  heels  of  chemical  weapons  programs.  A 
number  of  nations,  including  Iraq,  Iran,  and  Libya,  have 
chemical  weapons  stockpiles  in  place. 
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During  1993  ACDA  reviewed  approximately  1,500 
U.S.  export  license  applications  to  ensure  that  our  nation 
is  not  inadvertently  contributing  to  foreign  CBW 
programs.  ACDA  also  participated  in  the  interagency 
SHIELD  CBW  proliferation  working  group,  which 
coordinates  U.S.  efforts  to  halt  the  foreign  transfer  of 
CBW  -related  materials  to  CBW  programs  of  concern. 

ACDA  is  a  member  of  the  U.S.  delegation  to  the  25- 
nation  Australia  Group,  and  participated  in  the  drafting 
of  comprehensive  export  controls  on  54  CW  precursors, 
CBW  equipment  and  BW-related  organisms  and  toxins. 
ACDA  participated  in  U.S.  efforts  to  obtain  agreement 
on  increased  cooperation  among  Australia  Group  (see 
page  39)  members  on  improving  enforcement  of  existing 
export  controls.  ACDA  also  participated  in  the  drafting 
of  the  Australia  Group's  new  program  to  coordinate 
technical  assistance  to  non-member  nations  to  help  them 
control  their  CW-relevant  exports.  We  also  worked  to 
secure  adoption  of  the  Group's  new  "no-undercut" 
policy,  which  ensures  a  level  playing  field  for  U.S. 
industry  by  committing  all  Australia  Group  members  to 
honor  the  export  license  denials  for  nonproliferation 
reasons  of  other  members. 

We  believe  CBW  proliferation  can  be  fruitfully 
attacked  from  the  demand  side  as  well  as  the  supply  side. 
To  this  end,  ACDA  has  urged  and  fully  participated  in 
U.S.  consultation  with  countries  known  to  have  CBW, 
encouraging  them  to  declare  and  destroy  their  stocks. 
We  have  also  participated  in  U.S.  consultations  with 
non-Australia  Group  countries  such  as  India,  to  help 
them  implement  effective  CW  export  controls. 
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I.  CONTROLLING  MISSILES 


MISSILE  PROLIFERATION 

The  end  of  the  Cold  War  and  the  breakup  of  the  Soviet 
Union  have  multiplied  both  the  threats  from  missile 
proliferation  and  the  opportunities  for  dealing  with  it 

In  1993  U.S.  arms  control  and  nonproliferation  efforts 
succeeded  in  a  number  of  areas  relating  to  missile 
nonproliferation: 

■  At  the  November- December  1993  Plenary 
meeting  of  the  Missile  Technology  Control 
Regime  (MTCR),  the  member  governments 
agreed  to  give  new  emphasis  to  dealing  directly 
with  the  critical  missile  proliferation  threat 
emanating  from  countries  outside  the  Regime. 

■  Partly  in  response  to  years  of  U.S.  diplomatic 
effort,  Argentina  has  embarked  on  a  new  course 
with  respect  to  missile  proliferation.  Its 
government  has  terminated  the  Condor  II 
ballistic  missile  program,  which  was  a  source  of 
major  concern  because  of  its  export  potential. 
Argentina's  responsible  actions  opened  the  way 
for  its  membership  in  the  MTCR  in  November 
1993. 

■  Hungary  also  joined  the  Regime,  having  agreed 
to  destroy  its  SCUD  missile  inventory. 

■  South  Africa,  also  responding  to  a  combination 
of  U.S.  diplomacy  and  domestic  factors,  has 
terminated  its  space  launch  vehicle  program, 
and  has  adhered  to  MTCR  guidelines. 

■  Brazil's  progress  towards  observing  the  MTCR 
has  been  slowed  by  domestic  economic  and 


political  problems,  but  the  U.S.  continues  to 
encourage  progress  in  this  direction. 

■     Russia  has  officially  adhered  to  the  MTCR  via  a 
bilateral  agreement  with  the  U.S. 

Russian  missile-related  exports  inconsistent  with  the 
MTCR  required  the  U.S.  in  1992  to  impose  sanctions  on 
Russian  entities  involved  in  the  proposed  transfer  to 
India  of  cryogenic  engines  and  related  technology.  A 
U.S.  negotiating  team,  including  ACDA  experts,  reached 
agreement  with  Russia  in  July  1993  on  a  Memorandum 
of  Understanding  under  which  Russia  agreed  to  observe 
the  MTCR  Guidelines.  With  this  issue  resolved,  the  way 
is  open  for  Russia  to  qualify  for  membership  in  the 
MTCR,  and  to  cooperate  extensively  with  the  U.S.  in 
commercial  space  projects. 

Chinese  missile-related  activities  also  presented 
difficult  problems  during  1993.  Previously  imposed  U.S. 
sanctions  had  been  lifted  on  the  basis  of  Chinese 
assurances  that  they  would  not  engage  in  future  missile- 
related  transfers  in  contravention  of  MTCR  standards. 
However,  accumulated  evidence  led  the  U.S.  to  conclude 
that  China  had  transferred  Mil  ballistic  missile 
equipment  to  Pakistan.  After  intense  consultations  in 
which  ACDA  participated,  the  U.S.  again  imposed 
sanctions  on  the  entities  involved,  requiring  for  two 
years  (1)  denial  of  new  export  licenses  for  MTCR  Annex 
items,  and  (2)  denial  of  U.S.  Government  contracts 
relating  to  MTCR  Annex  items.  Simultaneously,  the 
U.S.  offered  China  the  opportunity  to  solve  the  problem 
along  lines  which  have  proven  productive  with  Russia. 
Negotiations  to  this  end  are  under  way. 

South  Asia  is  presently  the  scene  of  a  ballistic  missile 
arms  race.  Both  India  and  Pakistan  are  acquiring 
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nuclear-capable  missile  systems  —  Pakistan  in  reaction 
to  India,  and  India  as  a  counterweight  to  Chinese  and 
Pakistani  missile  capabilities.  In  an  attempt  to  slow  and 
ultimately  reverse  this  competition,  the  U.S.  has 
proposed  a  sequence  of  arms  control  steps  by  India  and 
Pakistan  to  cap  and  eventually  roll  back  their  missile 
programs. 

North  Korea  remains  a  producer  and  supplier  of 
missiles  and  technology.  The  MTCR  partners,  acting 
collectively  as  well  as  individually,  continue  to  press 
North  Korea  to  cease  its  missile  proliferation. 

Little  concrete  progress  has  been  made  in  the  Middle 
East  on  arms  control  and  nonproliferation  measures.  But 
we  are  hopeful  that  positive  developments  in  the  peace 
process  may  begin  to  change  this.  In  the  meantime,  the 
U.S.  continues  to  support  fully  the  activities  of  the  U.N. 
Special  Commission  in  Iraq  and  of  the  Middle  East  Arms 
Control  and  Regional  Security  Working  Group. 

The  interagency  Missile  Trade  Analysis  Group,  for 
which  an  ACDA  officer  serves  as  Executive  Secretary,  is 
the  focal  point  for  efforts  to  curb  missile  proliferation. 
This  group  initiated  numerous  diplomatic  demarches  and 
pursued  other  channels  when  necessary  to  interdict 
international  commercial  transactions  that  could 
contribute  to  missile  projects  of  concern.  From  a  supply- 
side  perspective,  ACDA  participates  in  the  interagency 
Missile  Technology  Export  Control  Group  which 
reviews  all  munitions  and  dual-use  licenses  for 
consistency  with  MTCR  criteria  and  U.S.  policy 
considerations. 

With  the  change  in  Administrations,  ACDA  played  a 
key  role  in  drafting  portions  of  various  Presidential 
Reviews  and  Decision  Directives  outlining  U.S.  policy 
regarding  missile  and  space  issues. 
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MISSILES  USED  AS  SPACE  LAUNCH 
VEHICLES 

Russia,  Ukraine,  and  Kazakhstan  are  all  considering 
converting  ICBMs  and  SLBMs  to  be  deactivated  under 
START  into  space  launch  vehicles  and  marketing 
civilian  space  launch  services  with  them.  To  the  extent 
this  occurs,  the  U.S.  must  be  assured  that  the  START 
restrictions  on  ICBMs  and  SLBMs  are  being  adhered  to, 
that  ballistic  missiles  are  not  being  flight  tested  under  the 
guise  of  space  launches,  that  critical  missile 
technologies  and  systems  do  not  fall  into  the  hands  of 
others,  and  that  it  is  not  supporting  a  Category  I  program 
in  a  non-MTCR  country.  START  prohibits  transfers  of 
strategic  offensive  arms  to  third  countries.  ICBMs  or 
SLBMs,  when  converted  to  SLVs,  are  still  ICBMS  or 
SLBMs  for  purposes  of  that  prohibition.  In  addition,  the 
U.S.  has,  for  both  START-limited  systems  and  other 
missiles,  broader  missile  nonproliferation  concerns 
reflected  in  U.S.  missile  nonproliferation  policy,  in  the 
MTCR,  and  in  U.S.  law  requiring  imposition  of  trade 
and  contract  sanctions  on  entities  in  non-MTCR 
countries  that  export  missile  technology  contrary  to  the 
MTCR. 

To  be  profitable,  space  launch  services  must  be  sold  to 
the  international  market,  and  the  countries  that  do  so 
must  have  agreements  with  the  countries  and  or 
international  organizations  to  which  they  will  provide 
these  services.  The  U.S.  has  signed  such  an  agreement 
with  Russia.  The  agreement  will  permit  Russia  to 
contract  for  up  to  eight  launches  into  geosynchronous 
(very  high)  orbit  between  September  1993  and  December 
2000. 
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IV.  CONTROLLING  CONVENTIONAL  WEAPONS 


CONVENTIONAL  ARMS  TRANSFERS 

Unlike  chemical  and  biological  weapons  which  we 
hope  to  eliminate,  and  unlike  nuclear  weapons  which  we 
hope  will  never  again  be  used,  conventional  weapons  are 
the  everyday  tools  of  aimed  conflict  While  they  cannot 
be  eliminated  or  their  use  prohibited  in  the  foreseeable 
future,  their  availability  and  use  can  be  significantly 
controlled  and  restrained.  U.S.  and  international  efforts 
to  control  conventional  arms  range  from  unilateral 
measures,  to  multilateral  negotiations  and  agreements,  to 
global  conventions. 

Total  world  military  spending  has  dropped 
substantially  since  peaking  in  1987;  this  trend  has 
accelerated  since  1990  with  the  collapse  of  the  Soviet 
empire.  The  aggregate  decline  of  about  7.6%  from  1987 
to  1990  steepened  to  8%  in  1991  alone.  Total  armed 
forces  in  the  world  have  dropped  less,  by  10%  since 
peaking  in  1986.    Arms  trade,  on  the  other  hand,  has 
fallen  by  nearly  two-thirds  from  1987  to  1991,  to  the 
lowest  level  since  1971. 

In  most  arms  exporting  countries,  military  and 
industrial  pressures  to  export  have  increased  as  a  result 
of  sharply  reduced  defense  budgets  following  the  end  of 
the  Cold  War.  Maintenance  of  an  adequate  defense 
industrial  base  in  major  arms  producing/exporting 
nations  has  therefore  become  more  salient  to  national 
defense  and  to  the  economic  future  of  military 


producers.  Moreover,  the  widespread  development  and 
acquisition  of  advanced  conventional  military 
capabilities  is  being  facilitated  by  erosion  of  the 
distinction  between  military  and  dual-use  technology. 

Addressing  conventional  weapons  transfers,  therefore, 
will  be  an  increasingly  important  part  of  the  global  arms 
control  agenda  in  the  1990s.  ACDA  examines  U.S. 
exports  from  the  arms  control  perspective.  Under  the 
Arms  Export  Control  Act  and  the  Foreign  Assistance  Act 
of  1961,  as  amended,  ACDA  reviews  proposed 
commercial  arms  exports  licensed  by  the  Department  of 
State  and  govemment-to-govemment  Foreign  Military 
Sales  and  military  assistance  programs.  We  also 
evaluate  licenses  for  the  export  of  dual-use  items  subject 
to  missile  and  chemical/biological  nonproliferation 
controls  administered  by  the  Department  of  Commerce. 

ACDA  evaluates  proposed  transfers  or  exports  to 
determine  whether  they  might: 

■  contribute  to  an  arms  race; 

■  support  international  terrorism; 

■  increase  the  possibility  of  outbreak  or  escalation 
of  conflict; 

■  prejudice  the  development  of  bilateral  or 
multilateral  arms  control  arrangements;  or 

■  adversely  affect  the  arms  control  policy  of  the 
United  States. 
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In  assessing  export  cases,  ACDA  also  takes  into 
account  factors  including: 

■  regional  stability  and  military  balance; 

■  legitimate  defense  needs  relative  to  threats; 

■  the  military  force  structure,  strategy  and 
doctrine  of  the  proposed  recipient  and  its 
neighbors; 

■  whether  the  transfer  would  constitute  a  "new," 
offensive,  power-projection,  or  destabilizing 
capability; 

■  proliferation  implications; 

■  risks  of  misuse  or  unauthorized  retransfer. 

We  give  particular  attention  to  cases  involving 
significant  military  or  power  projection  capabilities 
including  aerial  refuelling,  submarines,  unmanned  air 
vehicles,  standoff  and  "smart"  weapons,  dispensing 
weapons,  supercomputers,  and  advanced  weapons 
development  and  manufacturing  know-how.  In  1993, 
ACDA  evaluated  more  than  1,500  govemment-to- 
government  and  commercial  defense  trade,  along  with 
1,200  dual-use  cases  subject  to  missile  and  CBW  export 
controls. 

ACDA  participated  in  development  of  U.S.  policy  on 
nonproliferation  and  export  controls,  which  states  that 
the  U.S.  will  seek  greater  transparency  in  conventional 
arms  transfers,  and  will  promote  regional  confidence- 
building  measures  to  encourage  restraint  on  such 
transfers  to  regions  of  instability.  Pursuant  to  this 
Directive,  the  U.S.  Government  is  undertaking  a 
comprehensive  review  of  its  conventional  arms  transfer 
policy.  This  review  will  deal  with  national  security, 
arms  control,  trade,  budget,  and  economic 
competitiveness  factors. 

ACDA  participates  in  various  interagency  committees 
and  working  groups  concerned  with  technology  and  arms 
transfer  and  security  assistance  issues.  These  include: 

■  Nonproliferation  and  Export  Control  Inter- 
agency Working  Group:  Develops  and 
oversees  implementation  of  U.S.  policy  on  the 
full  range  of  nonproliferation  and  export  control 
issues. 

■  Security  Assistance  Program  Review  Work- 
ing Group:  Here  ACDA  ensured  that  arms 
control  and  proliferation  implications  were 
considered  in  developing  the  Administration's 
annual  security  assistance  budget  request. 
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■  National  Disclosure  Policy  Committee: 

Makes  decisions  on  the  foreign  release  of 
classified  U.S.  defense  systems  and  technology. 

■  Missile  Technology  Export  Control  Group: 

Reviews  export  license  applications  for  items  of 
missile  proliferation  concern  to  non-MTCR 
countries. 

■  Missile  Trade  Analysis  Group:  Assesses 
worldwide  diversion/transfer  of  missile-related 
technology  and  attempts  to  interdict  those  that 
could  contribute  to  proliferation.  ACDA's 
representative  serves  as  Executive  Secretary. 

■  Chemical  and  Biological  Weapons  Control 
Group:    Referred  to  as  SHIELD,  this  group 
reviews  export  license  applications  for  dual-use 
CW  or  BW-relaled  goods,  technology,  or 
services  and  generates  demarches  to  interdict 
foreign  shipments  that  could  contribute  to  CBW 
proliferation. 

■  Supercomputer  Working  Group:  Reviews 
proposed  super-computer  exports  and  decides 
what  conditions  should  be  attached  to  the 
export. 

■  Technology  Transfer  Working  Group: 

Reviews  intelligence  reports,  open  marketing 
literature,  and  other  documentation  for  possible 
diversion  of  U.S. -origin  defense  articles  to 
unauthorized  applications  or  end-users. 

■  Advisory  Committee  on  Export  Policy: 

Adjudicates  and  decides  dual-use  export  cases 
that  have  not  been  resolved  because  of  lower- 
level  interagency  differences. 

Through  close  monitoring  of  U.S.  license  applications 
and  intelligence  reports  on  global  arms  transfers,  in  1993 
ACDA  discovered  several  actual  or  apparent  diversions 
of  U.S.  technology  and/or  parts  and  components.  These 
unauthorized  reexports  were  brought  to  the  attention  of 
the  Technology  Transfer  Working  Group,  where  the 
appropriate  demarches  were  drafted  and  corrective 
actions  were  initiated  to  halt  such  transfers. 

In  close  cooperation  with  the  Department  of  State, 
ACDA  played  a  catalytic  role  in  the  creation  and  funding 
of  the  Nonproliferation  and  Disarmament  Fund  to  permit 
the  use  of  foreign  assistance  funds  for  activities 
including  technical  assistance  in  support  of  defense 
industry  conversion,  weapon  dismantlement,  and  other 
arms  control  and  nonproliferation  objectives. 

The  most  notable  development  in  the  area  of 
multilateral  export  controls  this  year  was  the  President's 
initiative  to  bring  them  into  line  with  post  Cold  War 
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realities,  in  partnership  with  Russia  and  other  formerly 
proscribed  countries  that  meet  relevant  standards.  In  this 
context,  ACDA  participated  in  the  development  of  the 
framework  for  a  new  a  multilateral  export  control  regime 
to  replace  the  Coordinating  Committee  for  Multilateral 
Export  Controls  (COCOM)  no  later  than  March  31, 
1994.  We  seek  a  new  regime  that  will  promote 
transparency  and  responsibility  with  regard  to  the 
transfer  of  conventional  arms  and  sensitive  dual-use 
goods  and  technologies  to  regions  of  tension.  The  new 
regime  will  complement,  not  duplicate,  existing 
nonproliferation  regimes;  membership  will  be  open  to 
supplier  nations  meeting  international  nonproliferation 
and  export  control  norms. 

In  another  significant  development,  the  U.N.  has 
established  a  Register  of  Conventional  Arms  for  the 
purpose  of  curbing  excessive  accumulations  of 
conventional  arms,  and  to  increase  openness  in 
conventional  arms  transfers.  The  initiative  establishing 
the  register.  General  Assembly  Resolution  46/36L,  was 
put  forth  by  the  European  Community  and  Japan,  and 
was  cosponsored  by  the  U.S.  Resolution  46/36L  set  in 
motion  a  number  of  activities  which  have  resulted  in  the 
establishment  of  the  register,  the  inclusion  of  a  new  item 
called  "Transparency  in  Armaments"  on  the  agenda  of 
the  Conference  on  Disarmament,  increased  awareness  of 
the  importance  of  national  legislation  and  policies  on 
import  and  export  controls,  and  regional  initiatives  in  the 
area  of  conventional  arms  confidence-building. 

While  the  register  itself  was  designed  to  serve  as  a 
global  confidence-building  measure  rather  than  a 
measure  of  military  capability,  an  annex  to  resolution 
46/36L  contained  a  list  of  seven  categories  of  military 
equipment  and  their  definitions  and  requested  states  to 
provide  data  on  the  number  of  items  imported  and 
exported  in  dacb  category.  Beginning  in  April  1993, 
eighty-two  nations,  including  the  U.S.,  submitted  data  to 
the  U.N.  register  on  their  imports  and  exports  of 
conventional  weapons  covered  by  the  seven  categories. 
Some,  including  the  U.S.,  also  volunteered  additional 
information  on  their  national  import-export  control 
policies  and  legislation. 

ACDA  is  the  agency  responsible  for  managing  the 
U.S.  submission  to  the  U.N.  register  and  for  chairing 
backstopping  meetings  dealing  with  the  discussions  in 
the  U.N.  and  in  the  Conference  on  Disarmament  on  all 
issues  dealing  with  transparency  in  armaments. 

While  export  controls  are  essential,  alone  they  cannot 
prevent  the  acquisition  of  our  conventional  weapons  by 
hostile  nations  or  sub-national  entities.  Even  the  most 
effective  export  controls  cannot  prevent  an  Iran-like 
situation  in  which  a  former  ally  becomes  hostile,  nor  can 
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they  prevent  U.S.  weapons  from  being  lost  on  the 
battlefield  and  recovered  by  our  adversaries. 
Nevertheless,  recent  technological  developments  suggest 
it  may  be  possible  for  the  United  States  and  other 
advanced  nations  to  retain  control  over  the  use  of  our 
advanced  conventional  weapons  even  when  we  have  lost 
physical  possession  of  them.  U.S.  nuclear  weapons  have 
long  had  elaborate  and  expensive  Permissive  Action 
Links  for  this  purpose;  now  it  may  be  possible  to  apply 
functionally  similar  safeguards  to  conventional  weapons 
with  near-zero  cost  and  weight  penalties.  ACDA  is 
exploring  whether  such  a  device  can,  under  combat 
conditions,  be  made  sufficiently  transparent  to 
authorized  users  and  at  the  same  time  be  sufficiently 
impenetrable  to  unauthorized  users. 


CONVENTION  ON  CONVENTIONAL 
WEAPONS  (CCW) 

The  Convention  on  Prohibitions  or  Restrictions  on  the 
Use  of  Certain  Conventional  Weapons  Which  May  be 
Deemed  to  be  Excessively  Injurious  or  to  Have 
Indiscriminate  Effects,  sometimes  called  CUSHD2  or 
CCW,  was  signed  by  the  United  States  in  1982.  44 
nations  are  Party  to  the  Convention. 

The  form  of  the  treaty,  as  a  Convention  and  Protocols, 
was  chosen  intentionally  in  order  to  enable  States  to  add 
extra  Protocols  relating  to  different  categories  of 
weapons  to  take  into  account  new  weapons 
developments.  The  treaty  now  has  three  Protocols:  the 
first  on  Non-Detectable  Fragments;  the  second  on 
Prohibitions  or  Restrictions  on  the  Use  of  Mines,  Booby 
Traps  and  Other  Devices;  and  the  third  on  Prohibitions 
or  Restrictions  on  the  Use  of  Incendiary  Weapons. 

ACDA  is  particularly  concerned  about  mines.  In  the 
length  of  time  required  for  the  reader  to  review  this 
report,  it  is  probable  that  someone  will  be  maimed  or 
killed  by  a  mine  which  was  directed  against  someone 
else.  Mines  have  the  uniquely  pernicious  property  of 
remaining  lethal  for  years  or  decades  after  the  military 
reason  for  their  deployment  has  vanished.  While  bombs 
and  artillery  shells  occasionally  fail  to  explode  as 
planned  only  to  detonate  at  a  later  time,  such  delayed 
detonation  is  an  explicit  design  requirement  for  a  fully 
functioning  mine.  ACDA  is  exploring  the  possibility  of 
requiring  the  use  of  modem  mine-design  technology  to 
eliminate  post-combat  mine  casualties. 

Several  governments  and  international  organizations 
have  expressed  interest  in  convening  a  review 
conference  of  the  CCW.    As  chair  of  the  interagency 
backstopping  group  providing  instructions  to  the  First 
Committee  of  the  U.N.  General  Assembly,  ACDA 
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ensured  that  the  U.S.  view  was  represented  in  the 
drafting  of  a  General  Assembly  resolution  calling  for  the 
conference.  It  appears  from  tentative  U.N.  schedules 
that  the  formal  review  conference  could  be  held  in 
September  1995,  to  be  preceded  in  1994  by  several 
meetings  of  government  experts. 

The  U.S.  has  approached  all  landmine  producing 
nations,  asking  them  to  institute  a  three-year  export 
moratorium  on  all  antipersonnel  landmines.  Such 
moratoria  would  precede  an  eventual  permanent 
landmine  export  control  regime. 

All  moratoria,  by  definition,  are  temporary  measures. 
It  is  important  to  use  the  momentum  begun  by  this 
moratorium  to  work  together  with  other  countries  in 
developing  a  workable  long-term  mine  control  regime 
which  creates  a  permanent  and  effective  set  of 
restrictions  and  allowable  exceptions. 


CONVENTIONAL  ARMS  CONTROL 
REGIMES  IN  EUROPE 

European  security  concerns  have  changed  dramatically 
since  the  members  of  NATO  and  the  former  Warsaw 
Pact  agieed  to  bring  the  conventional  forces  balance  in 
the  Atlantic  to  the  Urals  region  into  approximate 
numerical  parity.  Three  useful  conventional  forces 
regimes  have  recently  been  implemented  which  have  set 
lowered  ceilings  on  force  levels,  substantially  improved 
predictability,  transparency,  and  stability,  and  paved  the 
way  for  further  arms  control  progress. 

Conventional  Forces  in  Europe  (CFE)  Treaty 

The  Treaty  on  Conventional  Armed  Forces  in  Europe 
was  designed  to  promote  security  and  stability  through 
verifiable  lower  levels  of  conventional  armed  forces  in 
Europe,  to  eliminate  disparities  prejudicial  to  stability 
and  security,  and  to  reduce  the  capability  to  initiate 
large-scale  offensive  action  in  Europe.   It  sets  limits  on 
tanks,  armored  personnel  carriers,  attack  helicopters, 
artillery,  and  fixed- wing  combat  aircraft  for  two  groups 
of  states-NATO  allies  and  members  of  the  former 
Warsaw  Pact  west  of  the  Ural  mountains.  CFE  was 
signed  in  Paris  on  November  19,  1990  by  heads  of  state 
or  government  of  the  22  members  of  NATO  and  the 
former  Warsaw  Pact,  then  present  for  the  Paris  Summit 
of  the  CSCE. 

On  June  14,  1991,  at  the  CFE  Extraordinary 
Conference  held  in  Vienna,  Austria,  the  Soviet  Union 
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entered  into  two  accompanying  commitments:  one 
legally  binding  and  one  politically  binding.  The  former 
details  the  Soviet  reduction  obligation  for  naval  infantry 
and  coastal  defense  forces.  The  latter  agreement 
commits  the  Soviet  Union  to  specified  reductions  of 
military  equipment,  of  the  same  types  as  those  limited  by 
the  treaty,  located  east  of  the  Ural  Mountains  even 
though  that  area  is  outside  the  CFE  Treaty  area  of 
application. 

The  CFE  Treaty  entered  into  force  on  November  9, 
1992.  In  the  two  years  between  signature  and  entry  into 
force,  Europe  witnessed  the  dissolution  of  the  Warsaw 
Pact  and  the  Soviet  Union  which  raised  the  issue  of 
successor  states  to  the  Soviet  Union  whose  territory  was 
covered  by  the  Treaty.  Thus,  on  May  15,  1992  in 
Tashkent,  Uzbekistan,  the  eight  successor  states  of 
Azerbaijan,  Armenia,  Belarus,  Kazakhstan,  Moldova,  the 
Russian  Federation,  Ukraine,  and  Georgia,  agreed  that 
each  would  fully  exercise  the  rights  and  obligations 
provided  in  the  CFE  Treaty  and  its  associated 
documents.  These  specifically  include: 

■  the  maximum  levels  for  holdings  of  conven- 
tional armaments  and  equipment,  which  were 
not  to  exceed  the  total  ceilings  established  for 
the  U.S.S.R.; 

■  the  maximum  levels  of  conventional  armaments 
in  the  naval  infantry  and  coastal  defense  forces. 

On  June  5,  1992  a  CFE  Extraordinary  Conference  was 
held  in  Oslo,  Norway.  During  the  first  reduction  phase 
over  17,450  battle  tanks,  armored  combat  vehicles, 
artillery  pieces,  combat  aircraft  and  attack  helicopters 
were  destroyed  or  converted  under  the  Treaty's  stringent 
procedures.  More  than  1,000  on-site  inspections  were 
held,  including  inspections  of  declared  sites,  specified 
areas,  and  reduction  sites. 


Treaty  Impli  mentation 

The  CFE  Treaty  limits  holdings  of  conventional 
military  equipment  of  every  major  standing  army  in 
Europe.  The  resulting  equipment  ceilings  are  the  core  of 
the  Treaty.  They  must  be  attained  by  late  1995.  CFE's 
four  subzone  ceilings  restrict  the  amount  of  equipment 
CFE  states  or  groups  can  deploy  on  their  territory  in 
order  to  prevent  destabilizing  concentrations  of  forces  in 
any  one  region  of  Europe.  The  flank  zones  are  subzones 
of  particular  military  and  political  sensitivity.  The 
Southern  flank  zone  comprises  territory  in  the  Black  Sea 
region  belonging  to  Russia,  Ukraine,  Armenia, 
Azerbaijan,  Georgia,  Moldova,  Turkey,  Greece, 
Romania,  and  Bulgaria.  Russia  and  Ukraine  are  the  only 
CFE  states  whose  national  territory  falls  into  more  than 
one  subzone. 
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Russia  and  Ukraine  have  recently  called  for  relief  from 
CFE  Treaty  equipment  limits  for  the  flank  zones  around 
the  Black  and  Baltic  Seas.  We  and  our  allies  believe 
that  fulfillment  of  CFE's  commitments  is  critical  to 
future  European  security.  We  are  discussing  Treaty 
implementation  concerns  in  its  implementing  body,  the 
Joint  Consultative  Group  (JCG)  on  the  basis  that  any 
solution  must  be  acceptable  to  all  30  CFE  signatories. 


Agreement  on  Personnel  Strengths  of  Conventional 
Armed  Forces  in  Europe  (CFE  IA) 

Article  XVIII  of  the  CFE  Treaty  provided  that  the 
States  Parties  of  the  Treaty  would  continue  negotiations 
under  the  CFE  Mandate.  The  outcome  of  these  follow- 
on  negotiations  was  a  politically  binding  agreement  to 
limit  the  personnel  strength  of  the  conventional  armed 
forces  of  the  States  Parties  in  the  CFE  area  of 
application.  The  agreement  is  formally  known  as  the 
Concluding  Act  of  the  Negotiation  on  Personnel  Strength 
of  Conventional  Armed  Forces  in  Europe,  or  CFE-IA    It 
limits  full-time  military  manpower  and  provides  for 
greater  transparency  of  military  forces  through 
stabilizing  measures  and  information  exchanges.  This  is 
the  first  multilateral  limitation  of  the  military  personnel 
forces  of  most  of  the  nations  of  Europe,  from  the 
Atlantic  to  the  Urals. 


Open  Skies  Treaty 

The  Treaty  on  Open  Skies  is  based  upon  a  U.S. 
initiative  of  May  1989;  it  was  signed  by  25  states  in 
Helsinki,  Finland,  on  March  24,  1992,  and  ratified  by  the 
U.S.  on  November  2,  1993.  Additional  nations  can 
apply  for  membership  after  entry  into  force.  During 
1993.  the  official  U.S.  Open  Skies  aircraft,  the  OC-13SB, 
was  on  static  display  both  in  the  U.S.  and  in  Europe,  and 
will  be  available  for  trial  flights  in  1994,  the  year  in 
which  entry  into  force  is  expected. 

Open  Skies  establishes  a  regime  of  unarmed  aerial 
observation  flights  over  the  entire  territory  of  its 
signatories.  It  is  designed  to  enhance  mutual 
understanding  and  confidence  by  giving  all  participants, 
regardless  of  size,  a  direct  role  in  observing  military  or 
other  activities  of  concern  to  them.  C  urrenUy  covering 
territory  from  Vancouver  east  to  Vladivostok,  Open 
Skies  is  the  most  wide-ranging  international  effort  to 
date  to  promote  openness  and  transparency  of  military 
forces  and  activities. 

The  Treaty  on  Open  Skies  is  based  upon  four  basic 
principles: 

■  complete  territorial  openness  and  access; 

■  use  of  unarmed  aircraft  for  observation  flights; 

■  a  sensor  suite  using  universally  available 
equipment; 
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■     annual  quotas  for  reciprocal  overflights. 

The  Treaty  allows  for  consensus  decisions  to  upgrade 
sensors,  adjust  quotas,  and  admit  new  participants  in 
order  to  enhance  its  effectiveness.  The  Open  Skies 
Consultative  Commission  is  the  forum  established  to 
facilitate  the  Treaty's  implementation. 

We  believe  Open  Skies  has  potential  for  expansion  in 
the  future. 

In  its  present  form,  it  can  help  in  increasing 
transparency  and  building  confidence  in  Europe.  It 
might  later  be  expanded  geographically,  either  by  adding 
new  countries  to  the  present  regime,  or  by  developing 
similar  regional  regimes  in  other  areas  of  the  world.  The 
rules  and  procedures  for  Open  Skies  could  provide  a 
basis  for  such  new  regimes. 

Open  Skies  might  also  be  expanded  substantively. 
Crisis  stabilization/crisis  monitoring  is  an  area  that 
might  be  considered  as  a  future  Open  Skies  application. 
The  concepts  of  unrestricted  overflight  of  another 
nation's  territory,  personnel  from  both  the  observed  and 
the  observing  party  on  board  the  aircraft,  and  collected 
data  being  provided  to  all  interested  parties  could  be 
useful  for  crisis  stabilization/crisis  monitoring. 

ACDA  prepared  the  article-by-article  analysis  of  the 
Treaty  on  Open  Skies  which  was  provided  to  the  U.S. 
Senate  in  preparation  for  ratification  hearings. 

Current  discussions  in  the  Open  Skies  Consultative 
Commission  are  focussed  on  implementation  issues 
bearing  on  entry  into  force,  including  sensor 
methodologies,  and  flight  procedures.  ACDA 
participates  in  these  discussions. 
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Confidence-  and  Securtty-Buiiding  Measures 
(CSBMs) 

The  overall  implementation  of  CSBMs  continues  to 
improve,  with  the  stales  of  the  former  Soviet  Union 
taking  steps  to  meet  their  obligations  under  the  1992 
Vienna  Document. 

In  a  change  from  the  previous  two  years,  the  1993 
Annual  Implementation  Assessment  Meeting  (AIAM) 
was  held  May  4-5  instead  of  in  November.  This  change 
responded  to  a  general  desire  to  focus  attention  on  the 
December  annual  exchange  of  military  information  , 
identifying  gaps,  raising  questions  and/or  problems  early 
enough  during  the  year  so  that  adjustments  could  be 
made  before  the  next  exchange.  The  November  AIAMs 
did  not  allow  sufficient  time  to  change  already-prepared 
submissions  for  the  annual  exchange.  Efforts  to  help  the 
Former  Soviet  Union  (FSU)  Caucasian  and  Central  Asian 
states  resulted  in  Kyrgyzstan  providing  information  on 
its  military  forces  during  the  1993  AIAM,  rather  than 
waiting  for  the  December  1993  exchange. 

The  CSCE  states  conducted  their  fourth  exchange  of 
military  information  on  December  15,  1993.  Additional 
activities  conducted  under  the  1992  Vienna  Document 
that  serve  to  enhance  confidence  and  transparency 
include: 

■  Belgium,  the  United  States,  Denmark,  Bulgaria, 
the  United  Kingdom,  Russia,  Ukraine  and 
Switzerland  hosted  air  base  visits  in  1993. 
These  eight  states  bring  to  17  the  number  of 
states  to  have  hosted  air  base  visits  since  the 
measure  went  into  effect  in  1991.  Belgium,  the 
United  States  and  France  also  conducted 
demonstrations  of  new  types  of  major  weapons 
and  equipment  systems  during  1993. 

■  Belgium,  the  United  States  and  France  con- 
ducted demonstrations  of  new  types  of  major 
weapon  and  equipment  systems  during  1993. 
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Two  observable  activities,  one  conducted  by 
NATO  states  and  one  by  Sweden,  were  notified 
under  the  "prior  notification  and  observation  of 
certain  military  activities"  measures.  According 
to  Vienna  Document  1992,  military  activities 
requiring  prior  notification  include  those  which 
engage  formations  of  land  forces  that,  either 
under  a  single  operational  command  or  in 
combination  with  air  or  naval  components,  have 
at  least  9,000  troops  or  at  least  250  battle  tanks. 
In  addition  to  being  notifiable,  military  activi- 
ties are  also  subject  to  observation  if  the  number 
of  troops  engaged  meets  or  exceeds  13,000,  or  if 
the  number  of  battle  tanks  engaged  meets  or 
exceeds  300. 

A  total  of  55  evaluation  visits  were  conducted  in 
1993,  including  first-time  visits  to  the  Belarus, 
Kazakhstan,  and  Ukraine.  Evaluation  visits  are 
a  CSBM  contained  in  Vienna  Document  1992. 
These  visits  provide  each  participating  state 
with  the  opportunity  to  visit  active  formations 
and  units,  in  their  normal  peacetime  locations  as 
reported  in  the  Annual  Information  Exchange  of 
Military  Forces  and  Information  on  Plans  for 
the  Deployment  of  Major  Weapons  and  Equip- 
ment Systems,  in  order  to  evaluate  the  accuracy 
of  the  information  exchanged.  Vienna  Docu- 
ment 1992  provides  a  quota  system  for  evalua- 
tion visits. 


Arms  Control  and  Disarmament  Agency, 

Force  Reductions  and  confidence-  and  security- 
building  measures  (CSBMs)  codified  by  the  European 
arms  control  process  have  helped  diminish  the  instability 
created  by  the  disintegration  of  the  Soviet  Union  and  the 
emergence  of  new  independent  states.  Required  regular 
data  exchanges  and  contacts  have  enabled  member  states 
of  the  Conference  on  Security  and  Cooperation  in 
Europe  to  monitor  the  military  force-building  efforts  of 
the  newly  created  states,  and  potentially  to  influence 
those  efforts. 
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V.  REGIONAL  ARMS  CONTROL 


As  the  superpower  rivalry  has  receded  with  the  end  of 
the  Cold  War,  the  most  likely  threats  the  world  faces 
stem  from  regional  instability,  often  arising  from 
tensions  generated  by  political,  military,  ethnic,  or 
religious  differences.  The  dangers  posed  by  these 
conflicts  are  dramatically  heightened  by  the 
development  or  acquisition  of  weapons  of  mass 
destruction  and  advanced  military  capabilities. 

In  this  new  international  security  environment, 
regional  arms  control  has  become  increasingly 
important.  Many  states  have  begun  to  negotiate  and 
implement  measures  designed  to  increase  transparency 
of  military  activities,  contain  destabilizing  arms  races, 
and  halt  the  proliferation  of  weapons  of  mass  destruction 
on  a  regional  level.  During  1993  ACDA  sought  to 
promote  regional  arms  control  in  several  areas.  ACDA 
has  provided  essential  continuity  of  institutional  support 
in  these  processes.  This  role  is  critical  in  fostering 
regional  arms  control,  particularly  when  the  process 
extends  over  long  periods  of  time. 

To  better  address  this  changing  world  in  which  more 
states  are  demonstrating  interest  in  arms  control,  ACDA 
in  1993  reorganized  itself  and  transferred  all  regional 
arms  control  responsibilities  to  the  Nonproliferation  and 
Regional  Arms  Control  Bureau,  except  for  matters 
related  to  countries  in  the  area  of  the  Conference  on 
Security  and  Cooperation  in  Europe  (CSCE)  which 
includes  the  United  States,  Canada,  and  all  European 
states  except  Albania.  The  Nonproliferation  Bureau's 
mission  has  been  expanded  to  include  the  fostering  of 
regional  arms  control  by  sharing  U.S.  expertise  and 
experiences  concerning  conventional  arms  reductions 
and  confidence-  and  security-building  measures.  This 
effort  is  designed  to  reduce  tension,  promote  or  maintain 


peace,  and  remove  incentives  for  arms  races  or 
development  of  weapons  of  mass  destruction  and  the 
means  to  deliver  them. 


EAST  ASIA  AND  THE  PACIFIC 
REGION 


Korean  Peninsula 

The  Korean  Peninsula  remains  an  area  of  tension 
where  the  threat  of  North  Korean  nuclear  proliferation  is 
high  and  political  intentions  are  difficult  to  determine. 
North  Korea's  nuclear  program  presents  a  major  threat  to 
global  nuclear  non-proliferation  norms,  and  to  regional 
stability  and  security  in  Northeast  Asia. 

ACDA  has  played  a  major  role  in  formulating  U.S. 
policies  designed  to  convince  North  Korea  to  resolve  the 
nuclear  issue.    ACDA  has  participated  in  all  U.S. -North 
Korea  high-level  talks  during  1993  and  has  had  primary 
responsibility  for  coordinating  U.S.  assistance  to  South 
Korea  on  implementation  of  the  bilateral  inspection 
regime  to  be  negotiated  under  the  South-North 
denuclearization  agreement. 

North  Korea  acceded  to  the  Treaty  on  the 
Nonproliferation  of  Nuclear  Weapons  (NPT)  in  1985  but 
originally  refused  to  place  all  of  its  nuclear  activities 
under  IAEA  safeguards.  Toward  the  end  of  1991,  North 
Korea  began  to  take  steps  designed  to  convince  the 
world  that  its  nuclear  program  was  peaceful.  These 
included  negotiating  its  NPT  safeguards  agreement  with 
the  IAEA  and  signing  an  agreement  with  South  Korea 
that  banned  nuclear  weapons  and  reprocessing  and 
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enrichment  facilities  on  the  Korean  Peninsula;  it  also 
included  a  commitment  to  negotiate  a  bilateral 
inspection  regime.  At  about  the  same  time,  the  two 
Koreas  also  signed  an  agreement  of  reconciliation  and 
nonaggression. 

North  Korea's  NFT  safeguards  agreement  came  into 
force  in  April  1992,  and  for  a  while  North  Korea 
appeared  to  be  cooperating  fully  with  the  IAEA  in 
implementation  of  the  agreement.  North  Korea  revealed 
several  previously  secret  nuclear  facilities,  including  a 
reactor  capable  of  producing  significant  quantities  of 
weapons-grade  pi u ionium  that  began  operating  in  1986, 
a  reprocessing  plant,  and  a  larger  reactor  under 
construction. 

However,  detailed  analysis  of  nuclear  samples  taken 
by  the  IAEA  raised  questions  about  North  Korea's  initial 
declaration  of  plutonium  production,  and  the  U.S. 
learned  through  subsequently -released  intelligence  that 
North  Korea  was  attempting  to  conceal  two  nuclear 
waste  sites.  Ultimately,  North  Korea  refused  to  allow 
the  IAEA  to  adequately  inspect  these  two  sites.  The 
IAEA  Board  of  Governors  adopted  a  resolution  on 
February  25,  1993,  urging  North  Korea  to  extend  full 
cooperation  to  the  IAEA  and  to  permit  access  to  these 
sites.  North  Korea  continued  to  refuse,  and  on  March  12 
it  sent  a  letter  to  the  U.N.  Secretary-General  stating  its 
intention  to  withdraw  from  the  NPT.  On  May  1 1,  the 
Security  Council  passed  a  resolution  urging  North  Korea 
to  reconsider  its  stated  intention  to  withdraw  from  the 
NPT  and  to  comply  with  its  NPT  safeguards  agreement 
The  Security  Council  invited  all  U.N.  members  to 
support  that  effort.  This  set  the  stage  for  direct  U.S.- 
North  Korean  talks. 

On  June  11.  following  a  week  of  talks  in  New  York, 
the  U.S.  and  North  Korea  issued  a  joint  statement  in 
which  North  Korea  agreed  to  suspend  its  withdrawal 
from  the  NPT.  In  a  separate  statement,  the  U.S.  also 
noted  that  North  Korea  had  been  told  that  certain  steps 
must  be  avoided  if  the  dialogue  is  to  continue,  i.e., 
additional  reprocessing,  refueling  the  5MW  reactor 
without  IAEA  inspector  present,  any  break  in  the 
continuity  of  IAEA  safeguards,  or  a  withdrawal  from  the 
NPT. 

A  further  step  was  taken  at  the  next  round  of  talks 
which  were  held  in  Geneva  from  July  14- 19.  In  the  joint 
statement  issued  at  the  close  of  these  discussions.  North 
Korea  agreed  that  it  was  "prepared  to  begin" 
consultations  with  the  IAEA  on  outstanding  issues  and 
with  South  Korea  on  bilateral  issues  including  the 
nuclear  issue.  The  U.S.  has  made  clear  that  continuation 
of  our  dialogue  requires  continuation  of  safeguards  on 
North  Korean  nuclear  facilities  and  a  resumption  of  the 
North-South  dialogue. 
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The  U.S.  agreed  that  it  was  prepared  to  support 
substitution  of  light  water  reactors  for  North  Korean 
graphite -moderated  reactors  as  part  of  a  broad  and 
thorough  solution  to  the  nuclear  issue.  Light  water 
reactors  are  not  optimal  producers  of  plutonium  for 
nuclear  weapons  programs  and  can  be  more  effectively 
safeguarded  than  North  Korea's  current  graphite 
moderated  reactors. 

Although  North  Korea  met  with  the  IAEA  it  has  not 
renewed  nuclear  discussions  with  South  Korea  on 
implementation  of  the  bilateral  nuclear  agreement 
Moreover,  North  Korea  has  refused  to  accept  full  IAEA 
ad-hoc  and  routine  inspections.  In  December  1993, 
IAEA  Director  General  Hans  Blix  stated  that  the 
safeguards  system  in  North  Korea  "cannot  be  said  to 
provide  any  meaningful  assurance  of  peaceful  use..."  He 
added,  however,  that  the  system  could  be  partially  or 
fully  restored  if  North  Korea  cooperated.  At  the  end  of 
December  1993,  North  Korea  publicly  indicated  it  would 
accept  a  IAEA  inspection  necessary  to  maintain 
continuity  of  safeguards,  but  as  the  year  closed  it  had  not 
reached  agreement  with  the  IAEA  on  the  scope  of 
safeguards  activities  to  be  carried  out. 


China 

China  continues  to  cause  concern  as  source  of 
weapons  proliferation  in  the  post  Cold  War  world.  In 
1993  ACDA  began  development  of  a  comprehensive  and 
integrated  U.S.  package  of  political,  security,  and 
technology  transfer  measures  designed  to  modify 
China's  proliferation  behavior  in  concrete  ways,  in  the 
context  of  the  bilateral  relationship.  ACDA  has  also 
taken  steps  to  revive  arms  control  bilaterals  that  were 
held  with  China  annually  during  the  1980s  until  high 
level  talks  were  curtailed  following  the  Chinese 
Government's  crushing  of  pro-democracy  activities  in 
1989.  Such  talks  have  provided  an  opportunity  to 
exchange  views  on  the  broad  range  of  arms  control 
issues.  They  also  provide  a  forum  to  address  those 
issues,  particularly  relating  to  nonproliferation,  that 
damage  Sino  U.S.  relations. 


Northeast  Asia 

The  U.S.  participated  in  several  unofficial  dialogues 
on  regional  security  issues,  including  a  mixed 
government/academic  conference  hosted  by  the 
University  of  California  at  San  Diego's  Institute  on 
Global  Conflict  and  Cooperation.  The  purpose  of  this 
Northeast  Asia  Cooperation  Dialogue  was  to  encourage 
consultation  and  cooperation  among  the  six  powers 
having  a  direct  interest  in  Northeast  Asia:  Russia,  China, 
Japan,  South  Korea,  North  Korea,  and  the  United  States. 
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ACDA  provided  analysis  of  confidence-building 
measures  in  Northeast  Asia  to  assist  in  preparation  for 
U.S.  participation  in  the  dialogue. 


Southeast  Asia 

At  the  July  1993  Post-Ministerial  Conference  of  the 
Association  of  Southeast  Asian  Nations  (ASEAN),  an 
ASEAN  Regional  Forum  was  created  to  facilitate 
discussion  of  regional  security  issues.  This  forum  will 
meet  for  the  first  time  in  1994.  Its  membership  includes 
the  six  ASEAN  states  (Singapore,  Philippines,  Indonesia, 
Thailand,  Malaysia,  and  Brunei),  ASEAN' s  seven 
dialogue  partners  (the  U.S.,  Japan,  Canada,  Australia, 
New  Zealand,  South  Korea,  and  the  European  Union), 
Russia,  China,  Vietnam,  Laos,  and  Papua  New  Guinea. 
ACDA  supports  U.S.  efforts  in  the  region  by  developing 
arms  control  initiatives  and  confidence-building 
measures  that  can  contribute  to  East  Asia/Pacific 
security.  In  addition,  ACDA  assesses  the  viability  of 
other  proposals  together  with  their  impact  on  U.S. 
interests,  and  analyzes  regional  participation  in 
multilateral  arms  control  agreements. 


SOUTH  ASIA 

South  Asia  remains  in  the  forefront  of  U.S. 
nonproliferation  concerns  due  to  the  presence  of 
advanced,  un safeguarded  nuclear  programs  and  active 
ballistic  missile  development  programs,  both  of  which 
increase  the  possibility  that  a  future  conflict  in  that 
region  could  escalate  into  a  nuclear  war.  Both  India  and 
Pakistan  could  assemble  nuclear  weapons  within  a  short 
time,  and  both  have  tested  ballistic  missiles  and  acquired 
aircraft  capable  of  delivering  such  weapons.  In  addition, 
Indo-Pakistani  tensions  and  seemingly  endless  territorial, 
ethnic,  religious,  and  political  disputes  threaten  to  spark 
a  fourth  war  between  them.  While  Kashmir  is  the 
potential  flash  point  of  greatest  current  concern,  the 
tension  is  not  caused  by  or  confined  to  any  single  issue. 

In  recognition  of  this  danger,  India  and  Pakistan  have 
undertaken  several  confidence-building  steps  designed  to 
reduce  regional  tensions.  The  two  countries  have  signed 
and  ratified  bilateral  agreements  on  avoidance  of 
airspace  violations,  notification  of  military  exercises, 
and  establishment  of  a  communications  link,  or  "hotline" 
at  the  senior  military  level.   In  1991,  India  and  Pakistan 
ratified  an  agreement  not  to  attack  each  other's  nuclear 
facilities.  Lists  of  facilities  covered  by  the  agreement 
were  exchanged  in  1992.  There  is  reason  for  concern, 
however,  that  neither  side  has  fully  implemented  these 
agreements  and  that  noncompliance,  in  the  absence  of 
adequate  dialogue,  may  actually  be  contributing  to  an 
increase  in  regional  tension. 
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India  and  Pakistan  have  declared  a  bilateral  ban  on 
chemical  weapons,  and  are  working  on  a  similar  state- 
ment concerning  biological  weapons.  Both  have  signed 
the  Chemical  Weapons  Conventions  (CWC)  and  agreed 
in  principle  to  a  multilateral,  verifiable  cutoff  of  fissile 
material  production  and  to  a  global  comprehensive 
nuclear  test  ban. 

ACDA  is  working  with  the  State  Department  to 
develop  South  Asian  arms  control  initiatives.  These 
include  a  multilateral,  regional  dialogue  on  non- 
proliferation  and  regional  security  in  South  Asia  agreed 
to  in  principle  by  India  and  Pakistan,  and  regional 
approaches  that  could  lead  over  time  to  a  rollback  of 
nuclear  weapons  and  ballistic  missile  delivery 
capabilities. 

As  part  of  these  efforts,  ACDA  is  helping  India  and 
Pakistan  develop  arms  control  and  verification 
techniques  which  could  help  reduce  tensions  in  the 
region.  Proposals  are  communicated  to  the  region  at 
both  the  government  and  nongovernmental  level  through 
bilateral  consultations  and  other  public  fora.  In  addition, 
ACDA  provides  information  to  India  and  Pakistan  on 
aspects  of  the  U.S.-Soviet  arms  control  experience  which 
could  be  applicable  to  South  Asia. 

Finally,  ACDA  is  involved  in  U.S.  efforts  to  prevent 
the  export  of  nuclear  related  material,  technology,  and 
equipment  to  India  and  Pakistan.  This  effort  has  been 
greatly  aided  by  the  decision  of  the  Nuclear  Suppliers 
Group  to  restrict  the  export  of  65  dual-use  commodities 
to  countries  of  proliferation  concern  and  to  require  full- 
scope  safeguards  as  a  condition  of  significant  new 
nuclear  supply.  In  addition,  the  missile  and  rocket 
programs  of  both  countries  have  been  slowed  by  export 
license  denials  by  the  governments  that  have  joined  the 
Missile  Technology  Control  Regime.  The  U.S.  has  also 
imposed  trade  sanctions  on  both  Indian  and  Pakistani 
entities  that  imported  missile  technology  from  Russia 
and  China,  respectively.  The  U.S.  continues  to  urge  both 
India  and  Pakistan  to  place  all  their  nuclear  facilities 
under  IAEA  safeguards  and  to  adopt  responsible  national 
export  control  policies  and  regulations  for  both  nuclear 
and  missile  related  exports,  to  forgo  deployment  of  any 
ballistic  missiles,  and  to  begin  an  arms  control  process. 


MIDDLE  EAST 

This  region  has  been  generally  considered  to  hold  the 
world's  most  intractable  political,  religious,  and  cultural 
tensions  and  the  most  violent  expression  of  those 
tensions.  Nevertheless,  peace  has  been  established 
between  the  Israelis  and  Egyptians,  and  is  now  is  being 
seriously  negotiated  between  the  Israelis  and  the 
Palestinians,  Jordanians,  Syrians,  and  Lebanese.  Arms 
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control  can  improve  the  security  of  all  Parties  in  the 
region. 

Peace  Process  Working  Group  on  Arms 
Control  and  Regional  Security  (ACRS) 

The  ACRS  working  group  is  one  of  five  multilateral 
groups  formed  shortly  after  the  opening  round  of  the 
Middle  East  peace  process  in  Madrid  in  October  1991. 
The  economic,  refugee,  environment,  water  and  arms 
control  working  groups  meet  in  plenary  session  every 
three  or  four  months  in  various  hosts'  capitals.  Twelve 
Arab  states,  Israel,  and  now  a  Palestinian  delegation 
have  been  joined  by  a  number  of  extra-regional 
participants  for  plenary  and  intersessional  meetings 
focusing  on  both  conceptual  and  operational  arms 
control  measures  that  can  be  applied  in  the  Middle  East. 

Since  May  1992,  the  U.S.  and  Russia,  cosponsors  of 
the  ACRS  working  group,  have  hosted  four  plenary 
sessions.  With  breakthroughs  in  the  bilateral  peace 
process-most  notably  the  September  13,  1993  signing  of 
the  "Declaration  of  Principles  on  Interim  Self- 
Govemment  Arrangements"  between  Israel  and  the  PLO 
and  the  "Common  Agenda"  of  the  Israelis  and 
Jordanians  —  region-specific  measures  and  venues  have 
become  the  focal  point  of  the  group's  efforts.  The  fifth 
ACRS  plenary  meeting  is  planned  for  April  1994  in 
Qatar. 

Until  mid- 1993,  the  working  group  had  focused 
primarily  on  an  educational  phase,  since  many 
delegations  had  limited  arms  control  expertise.  Due  to 
requests  from  regional  states  to  meet  more  frequently, 
informally  and  at  the  expert  level,  intersessional  events 
were  inserted  between  plenaries.  Six  intersessional 
events  were  held  during  the  fall,  sponsored  by  both 
regional  states  and  extra-regional  states  with  a  particular 
background  in  the  subject  area.  Egypt  hosted  a 
verification  seminar  with  a  visit  to  the  Multilateral  Force 
and  Observers  (MFO)  in  the  Sinai.  Turkey  held  a 
workshop  on  information  exchange  on  military  forces 
and  mechanisms  to  report  unusual  military  activities. 
The  Netherlands  introduced  the  CSCE  Communications 
Network  to  the  working  group  participants.  The 
Canadians'  maritime  measures  workshop  focused  on 
Incidents  at  Sea  and  Search  and  Rescue  agreements. 
Austria  hosted  a  seminar  on  declaratory  measures  and 
long-term  objectives  for  the  region.  The  cosponsors  also 
undertook  studies  and  analyses  of  past  arms  control 
proposals  in  the  Middle  East  and  a  compilation  of 
various  confidence-building  measures.  These 
intersessional  events  helped  to  develop  a  cadre  of 
political  and  military  expert-level  delegates  who  are 
versed  in  the  details  of  various  CBMs  and  other  arms 
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control  measures  which  promise  progress  both  before 
and  after  a  full  peace  is  reached  in  the  region. 

At  the  Moscow  Plenary  in  November  1993,  the 
working  group  welcomed  the  offer  of  the  CSCE  to  link 
up  to  its  communications  network  based  in  The  Hague. 
Establishment  of  a  communications  link/data  base 
between  thirteen  or  more  Middle  Eastern  participants 
would  be  a  seminal  accomplishment  of  the  peace 
process.  Work  is  now  underway  to  implement  a 
temporary  network  through  the  CSCE  far  passing  arms 
control  information  prior  to  the  eventual  establishment 
of  a  network  based  and  operated  in  the  Middle  East, 
possibly  in  a  newly  created  regional  security  institution. 
Detailed  intersessional  work  is  also  scheduled  on 
measures  related  to  maritime  and  information  exchange 
measures,  as  well  as  for  declaratory  measures  and  other 
CBMs  of  particular  interest  to  regional  Parties. 

ACDA  has  been  a  key  participant  in  the  ACRS  process 
since  its  inception.  It  is  the  lead  agency  on  establishing 
the  communications  network,  based  on  its  experience 
with  setting  up  the  original  CSCE  network  and  as  the 
architect  of  the  new  CSCE  communications  network  to 
seven  former  Soviet  Union  states.  ACDA  has  presented 
numerous  papers  and  briefings  on  arms  control  both  to 
the  ACRS  working  group  and  governmental  and  non- 
governmental entities  in  the  region.  ACDA  serves  as  the 
main  provider  of  source  material  both  to  participants 
new  to  arms  control  and  to  those  wishing  to  understand 
the  intricate  details  of  specific  agreements. 

ACDA's  unique  contributions  to  the  peace  process  — 
historical  interaction  with  regional  and  extra-regional 
participants  on  arms  control;  negotiating  experience  on 
agreements  of  relevance  to  the  region;  and  the  ability  to 
integrate  ACRS  work  with  other  ongoing  negotiations 
(e.g.  the  recently  completed  Chemical  Weapons 
Convention  or  preparations  for  the  1995  NPT  review)  - 
will  enable  it  to  provide  substantial  and  sustained  efforts 
in  support  of  regional  security  in  the  Middle  East. 


United  Nations  Special  Commission  on  Iraq 

Following  Iraq's  defeat  in  early  1991  in  the  Gulf  War, 
the  U.N.  Security  Council  adopted  three  resolutions 
(Security  Council  Resolutions  687,  707,  and  715)  to 
eliminate  future  threats  from  Iraqi  weapons  of  mass 
destruction  and  missiles.  Among  other  things,  these 
resolutions: 

■  condemned  Iraq's  violation  of  its  NPT  and 
IAEA  safeguards  obligations; 

■  requested  and  empowered  the  U.N.  Special 
Commission  (UNSCOM)  and  the  IAEA  to 
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destroy  or  remove  from  Iraq  virtually  all 
materials,  equipment,  and  facilities  related  to 
nuclear  weapon  activities,  chemical  and 
biological  weapons,  and  specified  missiles,  and 
to  carry  out  an  ongoing,  long-term  inspection 
program  to  ensure  that  these  weapons  and 
missile  programs  are  not  resumed. 

In  1993,  continuing  inspection  work  in  all  areas 
brought  the  Commission  closer  to  a  transition  from  the 
original  destruction  phase  into  long-term  monitoring  of 
the  Iraqi  weapons  programs.  To  date,  UNSCOM  and  the 
IAEA  have  conducted  64  inspections  which  have 
focused  on  documenting  and  destroying  or  rendering 
harmless  key  buildings,  equipment  and  material  relating 
to  nuclear,  chemical,  and  biological  weapons  as  well  as 
missile-related  material.  After  prolonged  delay,  on 
November  26,  1993,  Iraq  accepted  Resolution  715 
which  provides  for  the  implementation  of  long-term 
monitoring  arrangements.  However,  the  Chairman  of  the 
Special  Commission,  with  U.S.  support,  has 
recommended  that  the  ban  not  be  lifted  until  Iraq 
provides  a  full  and  detailed  disclosure  of  its  weapons 
capabilities  and  suppliers,  and  there  has  been  a  sustained 
period  of  Iraqi  compliance  with  an  effective  long-term 
monitoring  program.  The  IAEA  continues  to  report  that 
Iraq  has  failed  to  give  key  procurement  information 
about  its  nuclear  program. 

For  a  year  and  a  half,  the  UNSCOM  Deputy  Chairman 
in  New  York  was  provided  by  ACDA.  The  Deputy 
Coordinator  of  the  U.S.  Government  support  effort  to  the 
UNSCOM  in  Washington  also  came  from  ACDA. 
ACDA  continues  to  work  closely  with  the  IAEA  in 
carrying  out  its  Iraq-related  work  as  well  as  its 
continuing  efforts  to  contain  the  spread  of  nuclear- 
weapons-related  activities  in  the  region. 
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Other  Nucuar  Weapons  Related  Activities  in  the 
Middle  East 

ACDA  has  been  seeking  to  prevent  the  proliferation  of 
nuclear  weapons  throughout  the  Middle  East.  U.S. 
policy  continues  to  promote  the  establishment  of  a 
nuclear-weapon-free-zone  in  the  region,  including  the 
application  of  IAEA  safeguards  to  all  peaceful  nuclear 
activities.  In  addition  to  pressing  for  a  global  agreement 
banning  the  production  of  weapons-usable  fissile 
material,  we  are  encouraging  more  restrictive  regional 
arrangements  to  constrain  enrichment  and  reprocessing 
of  fissile  material  that  can  be  used  for  nuclear  explosive 
purposes.  ACDA  also  plays  an  important  role  in 
monitoring  nuclear-weapon-related  procurement  by 
states  in  the  region,  while  urging  other  states  to  refrain 
from  nuclear  cooperation  with  suspected  proliferators. 

We  are  very  concerned  about  the  ultimate  direction  of 
the  Iranian  nuclear  program  and  continue  to  monitor  the 
nuclear  activities  of  that  country  very  closely. 
According  to  1993  public  testimony  by  the  Director  of 
Central  Intelligence,  Iran  is  pursuing  the  acquisition  of 
nuclear  weapons  despite  being  a  party  to  the  NPT.  He 
stated  that  Iran  will  probably  take  8  to  10  years  to 
produce  its  own  nuclear  weapons,  perhaps  sooner  if  it 
receives  critical  foreign  assistance.  In  an  effort  to  dispel 
suspicions  about  its  nuclear  activities,  Iran  permitted 
visits  by  IAEA  inspectors  in  February  1992  and 
November  1993.  In  both  cases,  the  IAEA  concluded  that 
the  activities  at  the  inspected  sites  were  consistent  with 
the  peaceful  application  of  nuclear  energy.  However, 
the  IAEA  cannot  vouch  for  the  facilities  and  sites  not 
visited,  nor  can  it  preclude  the  possibility  that  the 
facilities  and  sites  visited  will  not  be  used  for  other 
activities  in  the  future.  Through  multilateral  fora  and 
bilateral  contacts,  the  United  States  has  urged  all 
supplier  countries  not  to  engage  in  any  nuclear 
cooperation  with  Iran  until  that  country  provides 
persuasive  evidence  that  it  will  abide  by  its  NPT 
obligations. 
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As  a  non-NFT  country  with  unsafeguarded  nuclear 
activities,  Israel's  nuclear  activities  are  of  major  concern 
to  other  states  in  the  region  and  the  United  States. 
License  applications  far  nuclear-related  dual-use  exports 
to  Israel  are  not  approved  unless  U.S.  agencies  are 
confident  that  they  will  not  contribute  to  Israel's 
unsafeguarded  nuclear  activities.  We  continue  to  urge 
Israel  to  accept  IAEA  safeguards  on  all  its  nuclear 
activities  and  to  adhere  to  the  NFT. 

Libya  is  a  source  of  serious  concern.  The  United 
States  discourages  supplier  stales  from  engaging  in 
nuclear  cooperation  of  any  kind  with  that  country. 
Although  Libya  is  a  party  to  the  NFT,  its  leaders  have 
made  statements  that  raise  questions  about  Libya's  long- 
term  commitment  to  nuclear  nonproliferation. 
Specifically,  Libya's  operation  of  a  1 0  megawatt  Soviet- 
supplied  research  reactor  continues  to  be  a  cause  of 
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Algeria,  which  is  not  party  to  the  NFT,  has  purchased 
a  15-megawatt  nuclear  reactor  from  China.  While  the 
transaction  was  initially  conducted  in  secrecy,  Algeria 
has  recently  submitted  this  facility  to  IAEA  safeguards 
and,  at  the  reactor's  inauguration  on  December  21,  1993, 
announced  its  intention  to  join  the  NPT.  However, 
because  of  lack  of  specificity  on  when  it  will  join  the 
NFT  or  accept  a  full-scope  safeguard  agreement  which 
would  allow  the  IAEA  to  inspect  undeclared  facilities, 
the  U.S.  will  continue  to  monitor  Algeria's  nuclear 
program  closely. 


LATIN  AMERICA 


Organization  of  American  States 

ACDA  has  supported  the  Organization  of  American 
States  Special  Committee  on  Hemispheric  Security  since 
its  inception  in  1991.  In  1993  ACDA  has  advised  and 
coordinated  all  arms  control  and  nonproliferation  matters 
for  the  U.S.  delegation  to  the  Organization  of  American 
States  (OAS)  General  Assembly  in  Managua,  Nicaragua. 

On  June  1 1.  1993,  the  OAS  General  Assembly 
adopted  four  arms  control  resolutions.  This  action 
reflected  continued  OAS  interest  and  focus  on  arms 
control  and  nonproliferation.  The  U.S.  delegation 
worked  with  other  delegations  to  secure  cosponsors  and 
support  for  their  respective  resolutions.  The  four 
resolutions  adopted  were: 

■  The  Special  Committee  on  Hemispheric 
Security  resolution  which  proposes  to  continue 
and  intensify  its  consideration  of  issues  relating 
to  hemispheric  security,  including  the  establish- 
ment of  informal  working  groups  of  governmen- 
tal experts. 

■  An  Argentine  resolution  to  hold  a  governmental 
experts'  meeting  before  the  next  General 
Assembly  on  confidence-  and  security-building 
measures  in  the  region. 

■  An  Argentine  resolution  calling  on  OAS 
member  states  to  provide  on  a  regular  basis  to 
the  United  Nations  its  reports  on  transfer  in 
arms  (U.N.  resolution  46/36  L)  and  military 
expenditures  (U.N.  resolution  46/25)  and  for  the 
Secretary  General  of  the  OAS  to  make  appropri- 
ate arrangements  to  receive  this  data  from  the 
U.N.  Secretary  General. 

■  A  Mexican  resolution  on  the  Treaty  of 
Tlatelolco  urging  all  states  of  Latin  America 
and  the  Caribbean  to  take  steps  promptly  to 
make  the  treaty  fully  effective. 

In  response  to  one  of  the  approved  resolutions,  on 
November  17-19,  1993,  the  OAS  convened  its  first 
experts'  meeting  on  arms  control  in  Washington.  ACDA 
made  arrangements  for  a  U.S.  delegation  composed  of 
ACDA,  State,  DOD.  and  JCS  which  attended  the  two  day 
preparatory  meeting.  The  U.S.  made  two  presentations: 
on  the  definition  of  confidence-  and  security-building 
measures,  and  on  our  experience  with  them. 
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Mexico 

Mexico  has  long  had  a  strong  interest  in  arms  control. 
In  an  effort  to  broaden  U.S.  international  arms  control 
dialogues,  ACDA's  Acting  Director  and  a  group  of  arms 
control  experts  met  on  October  15  in  Mexico  City  to 
exchange  views  on  arms  control  issues  with  the  Mexican 
Government.  The  Acting  Director  met  with  the  Acting 
Foreign  Minister  of  the  Secretariat  of  External  Relations 
and  his  staff.  ACDA  consultations  included  reviewing 
the  status  of  various  arms  control  agreements  and 
regimes  that  are  currently  at  the  forefront  of  the 
administration's  bilateral  and  multilateral  efforts  to 
increase  global  and  regional  security  and  stability.  Both 
sides  agreed  to  continue  this  dialog. 


South  America 

April  1993,  an  ACDA  team  of  experts  traveled  to 
Buenos  Aires  to  meet  with  foreign  ministry,  defense 
ministry  and  the  military  service  officials  to  provide  the 
U.S.  perspective  on  its  arms  control  experiences  in  areas 
of  interest  to  them.  During  the  joint  U.S. -Argentine 
security  consultations  held  in  Washington,  on  June  22- 
23,  1993,  the  Acting  Director  briefed  an  Argentine 
delegation,  headed  by  the  Foreign  Minister,  on 
international  and  regional  arms  control. 

As  part  of  a  U.S.  effort  to  support  regional  arms 
control  in  Latin  America,  ACDA  sponsored  an  arms 
control  workshop  for  civilian  and  military 
representatives  from  the  Government  of  Argentina  on 
October  18-19,  1993.  The  Argentine  delegation  received 
presentations  from  arms  control  experts  on  strategic  arms 
control,  conventional  arms  control,  confidence-  and 
security-building  measures,  nonprol iteration  and 
verification.  As  part  of  the  workshop,  the  Argentine 
delegation  also  received  extensive  briefings  and  tours  at 
the  Nuclear  Risk  Reduction  Center  and  the  On  -Site 
Inspection  Agency. 


Central  America 

At  its  fust  meeting  in  July  1990,  the  Central  American 
Security  Commission  agreed  on  a  process  to  accomplish 
the  following  goals: 

■  ensure  armed  forces  are  defensive  and  not 
offensive  in  nature; 

■  maintain  a  reasonable  balance  or  a  proportional 
and  comprehensive  equilibrium  of  weapons, 
equipment  and  troops  such  that  they  do  not 
constitute  a  threat  to  neighboring  countries; 

■  define  a  new  model  of  security  relations  based 
on  cooperation,  communication  and  prevention. 

We  have  been  exploring  means,  including 
consultations  and  workshops,  to  continue  to  support 
Central  American  efforts  to  negotiate  arms  control. 
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VI.  NEGOTIATING  AND  IMPLEMENTING  ARMS  CONTROL 


The  Aims  Control  and  Disarmament  Agency  is 
responsible  for  negotiation  and  implementation  of  a 
large  variety  of  currently  ongoing  arms  control, 
nonproliferation,  and  disarmament  agreements.    At  the 
majority  of  these  font,  ACDA  provides  the  backstopping 
component,  the  leadership,  and  one  or  more  members  of 
the  United  States  Delegation,  including  advisers  and 
experts  from  one  or  more  of  ACDA's  specialized  offices, 
and  as  necessary  a  legal  adviser  from  its  Office  of 
General  Counsel. 


CONFERENCE  ON  DISARMAMENT 

(CD) 

The  CD  is  the  single  global  multilateral  negotiating 
forum  for  arms  control  matters.  It  operates  by 
consensus.  Its  most  notable  recent  accomplishment  was 
the  Chemical  Weapons  Convention,  which  was  signed 
by  the  United  States  in  January  1993  and  submitted  to 
the  Senate  for  ratification  on  November  23,  1993. 
Negotiations  on  a  Comprehensive  Test  Ban  began  in  the 
Conference  on  Disarmament  when  it  opened  its  1994 
session  on  January  25. 

The  Conference  on  Disarmament  is  the  successor  to 
the  previous  multilateral  disarmament  negotiating 
bodies,  reconfigured  in  1979  to  include  all  of  the 
nuclear-weapon  states.  Its  original  active  membership  of 
40  states  was  reduced  to  37  following  the  unification  of 
Germany  and  the  dissolution  of  Czechoslovakia  and 
Yugoslavia.  The  Conference  permits  non-member 
nations  to  participate  as  observers.  In  1993, 
participation  by  non-members  rose  to  the  record  number 
of  SO  because  of  the  general  increase  in  interest  in 
multilateral  arms  control  discussion  since  the  end  of  the 


Cold  War,  and  because  of  particular  interest  in  the 
chemical  weapons  negotiations. 

The  Nuclear  Test  Ban  Ad  Hoc  Committee  discussed 
non-seismic  verification  technologies  during  the  second 
part  of  the  1993  session  of  the  Conference  on 
Disarmament.  The  Committee's  chairman  was  asked  to 
begin  work  on  a  negotiating  mandate  for  the  1994  talks 
on  a  comprehensive  test  ban  treaty.  Successful  informal 
consultations  on  that  issue  were  held  in  Geneva  in 
November-December  1993.  The  mandate  developed 
during  those  consultations  was  adopted  by  the  CD  on 
January  25,  1994. 

In  addition  to  its  work  on  the  nuclear  test  ban,  during 
1993  the  Conference  also  focused  on  transparency  in 
armaments,  outer  space,  and  negative  security 
assurances. 

During  1993,  an  Ad  Hoc  Committee  for  Transparency 
in  Armaments  was  established  at  the  Conference,  with  a 
mandate  drawn  largely  from  a  U.N.  resolution 
suggesting  specific  responsibilities  of  the  Conference  in 
this  area.  Among  issues  considered  were  the  U.N. 
Register  of  Conventional  Anns,  military  holdings, 
procurement  through  national  production,  technology 
transfers,  and  weapons  of  mass  destruction.  The  United 
States  delegation  tabled  various  proposals  for  action  as 
well  as  papers  on  export  controls  as  they  relate  to 
conventional  military  equipment  and  technology,  on  the 
aims  export  system  of  the  United  States  and  its  policies 
and  practices,  and  on  an  international  data  exchange  of 
military  holdings  and  procurement  through  national 
production. 
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The  Ad  Hoc  Committee  on  Outer  Space  continued  to 
focus  mainly  on  outer  space  confidence-  building 
measures.  The  United  States  continues  to  oppose  a 
negotiating  mandate  for  the  Committee,  on  grounds  that 
the  Conference  on  Disarmament  is  not  the  appropriate 
forum  for  negotiating  outer  space  issues.  It  is  expected 
that  efforts  from  other  nations  toward  developing  such  a 
mandate  will  continue  in  1994. 

The  Ad  Hoc  Committee  on  Negative  Security 
Assurances,  which  deals  with  assurances  by  nations  that 
they  will  not  use  or  threaten  to  use  nuclear  weapons,  met 
several  times  during  1993  but  did  not  make  significant 
progress.  This  Committee  is  expected  to  return  to  this 
topic  in  1994. 

In  1993,  membership  became  an  issue  in  itself  as 
many  of  the  observer  states  continued  to  seek  full 
membership  status.  The  President  of  the  Conference  on 
Disarmament  directed  the  Australian  representative  to 
the  Conference  to  develop  a  "package"  of  proposed  new 
members.  Because  of  the  inclusion  of  Iraq  in  the 
package,  the  United  States  did  not  support  it,  on  the 
principle  that  as  long  as  Iraq  was  the  subject  of  United 
Nations  sanctions,  it  would  be  inappropriate  elevate  the 
status  in  the  CD  of  a  slate  whose  behavior  is  flagrantly 
opposed  to  the  goals  of  that  organization.  The 
Conference  agreed  to  continue  consultations  on  this 
issue,  and  it  is  likely  that  the  question  of  enlargement  of 
the  membership  will  again  arise  during  1994. 

The  Conference  on  Disarmament  met  in  January- 
March,  May-June,  and  August- September  of  1993. 

ACDA  provides  the  primary  leadership,  staff  and 
support  for  the  United  States  Delegation  to  the 
Conference  on  Disarmament.    ACDA  also  chairs  the 
Washington  backstopping  efforts  for  the  work  of  the 
Conference  on  Disarmament,  and  prepares  and 
coordinates  all  guidance  to  the  Delegation. 


(NPT)  PREPARATORY  COMMITTEE 

The  Treaty  on  the  Nonproliferation  of  Nuclear 
Weapons  provides  for  the  convening  of  a  conference, 
twenty-five  years  after  the  Treaty's  entry  into  force,  to 
decide  whether  the  Treaty  will  continue  in  force 
indefinitely  or  will  be  extended  for  an  additional  fixed 
period  or  periods.  That  conference  will  be  held  in  New 
York  from  April  17  to  May  12,  1995. 

In  preparation  for  that  conference,  the  NPT 
Preparatory  Committee  has  been  established  by  Parties 
to  the  Treaty;  its  first  meeting  was  held  at  the  United 
Nations  in  New  York  in  May  1993.  Subsequent 


35 


meetings  are  scheduled  for  January  and  September  1994, 
and  January  199S. 

ACDA  as  the  lead  Executive  Branch  agency  for  NPT 
matters,  is  responsible  for  developing  and  implementing 
U.S.  Government  strategy  regarding  that  Conference, 
including  the  Preparatory  Committee  meetings. 


(ABM  Treaty)  STANDING 
CONSULTATIVE  COMMISSION  (SCO 

The  SCC  was  established  by  the  1972  Anti-Ballistic 
Missile  (ABM)  Treaty,  and  is  charged  with 
implementing  that  Treaty. 

The  ABM  Treaty  provides  that,  in  addition  to  SCC 
sessions,  a  formal  review  of  the  Treaty  be  held  every 
five  years.  To  fulfill  that  requirement,  the  fourth  ABM 
Treaty  Review  was  held  in  Geneva  from  September  27 
to  October  1,  1993.  The  United  States  delegation  was 
led  by  Acting  ACDA  Director  Thomas  Graham,  Jr.  The 
delegations  present  -  representing  Belarus,  Russia, 
Ukraine,  and  the  United  States  -  exchanged  views  on  the 
operation  of  the  Treaty,  on  rights  and  obligations  under 
the  Treaty,  and  on  the  question  of  state  succession  to  the 
Treaty  in  light  of  the  breakup  of  the  Soviet  Union.  The 
strict  interpretation  of  the  ABM  Treaty  was  reaffirmed, 
and  those  present  agreed  on  the  importance  of 
maintaining  the  viability  of  the  Treaty  in  view  of 
political  and  technological  changes.  All  delegations  at 
the  review  advocated  continuing  efforts  to  strengthen  the 
ABM  Treaty. 

Following  the  review,  the  SCC  met  twice  during  the 
autumn  of  1993  in  Geneva  to  discuss  ABM  Treaty 
issues.  During  the  two  sessions,  the  United  States 
concentrated  on  two  problems: 

First,  the  need  to  establish  a  multilateral  succession 
arrangement  for  the  ABM  Treaty,  in  light  of  the  demise 
of  the  Soviet  Union.  The  United  States  seeks 
acceptance,  as  ABM  Treaty  Parties,  of  all  the  New 
Independent  States  that  wish  to  become  Parties. 

Second,  the  need  to  draw  a  clear  distinction  between 
theater  ballistic  missile  defenses  and  strategic  ballistic 
missile  defenses.  The  United  States  seeks  an  agreed 
understanding  that  will  clarify  the  demarcation  between 
ABM  systems  and  theater  ballistic  missile  defense 
systems. 

At  the  same  time,  the  United  States  Government  has 
withdrawn  the  previous  Administration's  proposals  to 
revise  the  ABM  Treaty.  The  United  Stales  will  not 
propose  revisions  to  the  Treaty  that  would  provide  for: 
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■  additional  ABM  system  deployment  areas  and 
ABM  interceptor  missiles  at  launch  sites; 

■  elimination  of  restrictions  on  sensors; 

■  elimination  of  restrictions  on  the  development 
and  testing  of  ABM  systems  and  components; 

■  elimination  of  restrictions  on  the  transfer  of 
ABM  systems  and  components. 

ACDA  leads  the  United  States  Component  of  the  SCC. 
providing  the  United  States  Component  with  the  United 
States  Commissioner,  the  secretariat,  the  legal  adviser, 
policy  and  technical  experts,  and  administrative  support. 
ACDA  also  chairs  the  U.S.  Government  interagency 
Standing  Consultative  Commission  Backstopping 
Committee,  which  has  overall  responsibility  for 
developing  U.S.  policy  guidance  related  to  the  activities 
of  the  Commission  and  implementation  of  the  ABM 
Treaty. 


SAFETY,  SECURITY  AND 
DISMANTLEMENT  (SSD)  TALKS 

The  purpose  of  the  SSD  is  to  facilitate  the 
dismantlement  of  nuclear  weapons  by  Russia,  Ukraine, 
Belarus,  and  Kazakhstan,  and  to  ensure  the  safety  and 
security  of  this  dismantlement.    Various  projects  are 
under  discussion,  all  focussing  on  denuclearization  and 
the  prevention  of  the  proliferation  of  nuclear  weapons 
and  sensitive  nuclear  weapons  technology  from  the 
former  Soviet  Union.  These  projects  include: 

■  assistance  in  dismantling  strategic  offensive 
arms,  specifically  ICBM  silos,  ICBM  frames, 
ICBM  liquid  rocket  fuel,  SLBM  tubes.  SSBN 
submarines,  and  heavy  bombers; 

■  defense  conversion — assistance  in  the  conver- 
sion of  military  technologies  and  capabilities 
into  civilian  activities; 

■  assistance  in  developing  and  improving  systems 
for  fissile  material  control,  accounting,  and 
physical  protection; 

■  assistance  with  safe,  secure  storage  and  trans- 
portation of  nuclear  weapons  and  fissile  mate- 
rial recovered  from  former  Soviet  Union  nuclear 
weapons.  This  will  include: 

•       assistance  for  services  and  training 
relating  to  the  construction  of  a  safe, 
secure,  and  ecologically  sound  storage 
facility  for  fissile  material; 
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•  technical  assistance  in  the  design  of  a 
storage  facility, 

•  fissile  material  containers; 

•  flexible  armored  blankets  for  protect- 
ing nuclear  weapons  containers; 

•  safe  and  secure  rail  cars  for  transport- 
ing nuclear  weapons  and  fissile 
materials; 

■  nuclear  accident  response  equipment  and 
training; 

■  environmental  restoration,  to  help  restore  the 
environment  at  former  strategic  rocket  facilities; 

■  export  control  to  limit  the  spread  of  weapons  of 
mass  destruction; 

■  govemment-to-govemment  communications  for 
the  efficient  transmission  of  arms  control 
notification. 

In  1993,  the  United  States  to  the  Safety,  Security  and 
Dismantlement  Delegation,  at  meetings  in  Belarus, 
Kazakhstan,  Russia,  Ukraine,  and  the  United  States, 
continued  discussions  that  began  in  1991  with  those  four 
states.  ACDA  provided  a  member  of  the  delegation. 


(INF  Treaty)  SPECIAL  VERIFICATION 
COMMISSION  (SVC) 

The  SVC  is  the  implementing  body  for  the  Treaty 
Between  the  United  States  and  the  Soviet  Union  on  the 
Elimination  of  Their  Intermediate-Range  and  Shorter- 
Range  Missiles  (INF  ),  which  entered  into  force  on  June 
1,1988.  Although  elimination  of  declared  missiles 
under  the  INF  Treaty  has  now  been  completed,  we  must 
be  able  to  satisfy  ourselves  that  more  are  not  being 
produced. 

The  INF  Treaty  remains  in  force  indefinitely ,  and 
provides  for  continuing  inspections  of  specified 
production  facilities  until  the  year  2001  to  ensure  that 
the  ban  on  missiles  subject  to  the  Treaty's  provisions  is 
observed.  Specifically,  the  INF  Treaty  gives  the  Parties 
the  right  to  conduct  a  certain  number  of  inspections 
annually  of  former  missile  facilities,  and  to  conduct 
continuous  monitoring  at  certain  other  facilities. 

Since  the  dissolution  of  the  Soviet  Union,  the  twelve 
former  Soviet  republics  have  become  successor  states  to 
the  INF  Treaty.  Six  of  those  states-  Russia,  Ukraine, 
Belarus,  Kazakhstan,  Turkmenistan  and  Uzbekistan- 
have  inspectable  facilities  covered  by  the  INF  Treaty  on 
their  territories.  Of  these  six,  four  are  active  participants 
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in  the  work  of  the  Commission:  Russia,  Ukraine,  Belarus 
and  Kazakhstan.  Each  of  the  remaining  two  has  only 
one  inspectable  facility  on  its  territory;  with  the  consent 
of  all  Parties,  Turkmenistan  and  Uzbekistan  do  not 
attend  meetings  of  the  Commission  or  participate  in 
inspections. 

The  SVC  normally  meets  in  Geneva.  In  June  1993, 
the  United  States  met  with  Russia,  Ukraine,  Belarus,  and 
Kazakhstan  at  the  first  formal  session  of  the  SVC 
attended  by  the  latter  two  Parties.  Issues  considered 
during  1993  dealt  principally  with  mulu lateralization  of 
the  Treaty's  inspection  regime,  including: 

■  multilateral  operating  procedures; 

■  new  points  of  entry  and  exit  for  inspections; 

■  communications  links; 

■  allocation  of  costs  for  inspection  activities. 

ACDA  leads  the  United  States  Delegation  to  the 
Special  Verification  Commission,  and  provides  the 
United  States  Representative,  the  secretariat,  the  legal 
adviser,  policy  and  technical  experts,  and  administrative 
support.  ACDA  also  chairs  the  U.S.  Government's 
interagency  Special  Verification  Commission  Support 
Group,  which  develops  U.S.  policy  guidance  related  to 
the  activities  of  the  Commission  and  the  implementation 
of  the  INF  Treaty. 


(START)  JOINT  COMPLIANCE  AND 
INSPECTION  COMMISSION  (JCIC) 

The  JCIC  is  the  implementation  body  for  the  Strategic 
Arms  Reduction  Treaty  (START),  which  was  signed  by 
the  U.S.  and  the  U.S.S.R.  in  1991. 

The  START  Treaty  provides  that  certain  of  its 
provisions  will  be  provisionally  applied  between  the 
time  of  Treaty  signature  and  its  entry  into  force.  Among 
them  are  the  provisions  establishing  the  JCIC. 

Two  JCIC  sessions  were  held  in  1993,  at  which 
agreements  were  concluded  on: 

■  provision  of  tapes  and  data  associated  with  the 
analysis  of  lelemetric  information; 

■  procedures  for  the  additional  confirmation  of 
the  dimensions  of  first  stages  of  submarine 
launched  ballistic  missiles; 

■  technical  specifications  for  United  States 
equipment  used  for  continuous  monitoring  in 
Russia; 
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■  additional  points  of  entry  for  the  non-Russian 
Parties  for  START  inspection  aircraft  and 
inspectors; 

■  use  of  an  additional  type  of  aircraft  as  inspec- 
tion aircraft; 

■  procedures  for  defining  zones  within  which  the 
movement  of  ballistic  missile  submarines  is 
restricted  during  certain  inspections  of  subma- 
rine bases; 

■  exhibition  of  the  technical  characteristics  of  the 
silo-based  variant  of  the  Russian  SS  24  ICBM  at 
the  Pavlograd,  Ukraine,  facility  where  this 
missile  has  been  produced; 

■  exhibition  of  a  missile  designated  by  Russia  as  a 
new  variant  of  the  SS -25  mobile  ICBM  at  the 
Votkinsk  Machine  Building  Plant  in  Russia. 

The  U.S. -Russia  START  II  Treaty  has  its  own 
implementation  forum,  the  Bilateral  Implementation 
Commission,  but  this  body  will  not  be  established  until 
after  START  II  enters  into  force.  Because  START  II 
depends,  with  few  exceptions,  entirely  on  START  for 
definitions,  counting  rules,  and  verification  and 
implementation  provisions,  the  work  being  done  in  the 
JCIC  on  the  implementation  of  START  will  be  directly 
relevant  to  the  ultimate  implementation  of  START  II. 

The  JCIC  has  been  functioning  since  late  1991  and  has 
held  a  total  of  six  sessions.  The  Commission  normally 
meets  in  Geneva.  The  Parties  to  the  JCIC  are  the  Parties 
to  the  START  Treaty:  Belarus,  Kazakhstan,  Russia, 
Ukraine  and  the  United  States. 

ACDA  leads  the  United  States  Delegation  to  the  JCIC, 
providing  the  United  States  Representative,  the 
secretariat,  the  legal  adviser,  policy  and  technical 
experts,  and  administrative  support.  ACDA  also  chairs 
the  U.S.  Government  interagency  JCIC  Backstopping 
Committee,  which  develops  U.S.  policy  guidance  for  the 
activities  of  the  Commission  and  implementation  of  the 
START  Treaty. 


ZANGGER  (NPT  EXPORTERS) 

COMMITTEE 

Article  III  .2  of  the  NPT  requires  each  party  to  ensure 
that  IAEA  safeguards  are  applied  to  their  exports  to 
nonnuclear  weapon  States.  In  order  to  reach  agreement 
on  which  exports  should  trigger  this  requirement,  a 
group  of  NPT  exporting  states  first  met  in  1971  under 
the  leadership  of  a  Swiss  diplomat,  Claude  Zangger. 
Zangger  retired  in  1989,  but  the  Committee  continues  to 
call  itself  the  Zangger  Committee  in  honor  of  his  many 
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years  of  valuable  service.  An  Austrian  diplomat,  Fritz 
Schmidt,  is  now  chairman. 

The  "trigger  list"  of  items  that  require  the  application 
of  IAEA  safeguards  when  exported  to  nonnuclear 
weapon  states  has  expanded  significantly  since  it  was 
first  published  in  1974.  Article  III. 2  provides  the 
guidelines  for  what  items  may  be  included  on  the  list, 
i.e.,  source  or  fissionable  special  material  and  certain 
"especially  designed  or  prepared"  equipment  and 
material.  This  generally  limits  the  list  to  specialized 
items  for  the  nuclear  fuel  cycle  including  nuclear 
reactors  and  fuel  and  components  for  reactors. 
Equipment  for  other  parts  of  the  nuclear  fuel  cycle, 
including  fuel  fabrication,  fuel  enrichment,  and  spent 
fuel  reprocessing,  are  also  covered. 

The  Zangger  Committee  Understandings  and  trigger 
list  help  to  ensure  that  supplier  countries  control  key 
nuclear  items  either  to  deny  them  to  states  if  the  risk  of 
diversion  is  too  great,  or  to  ensure  that  IAEA  safeguards 
are  applied  when  exports  are  made.  The  result  is  to 
force  a  potential  proliferate*  to  build  its  own  nuclear 
facilities,  which  is  expensive  and  time-consuming,  or  to 
accept  IAEA  safeguards  on  the  export,  which  will  then 
be  violated  if  the  recipient  diverts  the  item  for  military 
purposes. 

The  Committee's  membership  increased  to  29  in  1993 
with  the  addition  of  Bulgaria,  the  Czech  Republic, 
Portugal,  the  Slovak  Republic,  South  Africa,  and  Spain. 
It  meets  in  Vienna,  and  in  1993  followed  its  long- 
established  practice  of  holding  two  annual  meetings. 
During  1993  the  Committee  reached  preliminary 
agreement  to  clarify  certain  entries  on  the  trigger  list 
related  to  uranium  enrichment  and  primary  coolant 
pumps  for  reactors.  In  addition,  the  Committee  agreed 
to  review  the  non-sensitive  portions  of  the  fuel  cycle  in 
the  trigger  list  to  determine  whether  any  clarification  is 
needed  and  to  consider  what  role  it  might  play  in  the 
1995  NPT  extension  conference.  ACDA  participates  in 
all  Zangger  Committee  activities,  attending  meetings 
and  developing  and  drafting  policies. 


THE  NUCLEAR  SUPPUERS  GROUP 
(NSG) 

The  Nuclear  Suppliers  Group  Guidelines  were  first 
agreed  in  1976,  published  in  1978,  and  are  now  accepted 
by  29  countries,  with  both  the  Czech  Republic  and  the 
Slovak  Republic  having  joined  in  1993.  While  the 
Zangger  Committee  Understandings  primarily  ensure 
that  IAEA  safeguards  are  applied  to  certain  exports  to 
nonnuclear  weapon  States,  the  NSG  Guidelines  go 
further  by  addressing  other  essential  questions.  One 
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example  is  the  treatment  of  sensitive  fuel  cycle 
technologies  including  enrichment  and  reprocessing. 
These  fuel  cycle  operations  have  justifiable  civilian  uses 
in  certain  countries  with  large  nuclear  power  programs. 
However,  given  their  potential  for  producing  highly- 
enriched  uranium  or  separating  plutonium  from  spent 
fuel,  they  can  also  present  a  major  proliferation  risk. 

The  Guidelines  emphasize  the  importance  of 
exercising  restraint  in  the  export  of  sensitive 
technologies,  and  permit  consultations  in  cases  where 
such  exports  might  increase  the  risk  of  conflict  or 
instability.  Moreover,  if  such  exports  ultimately  take 
place,  strict  conditions  must  apply.  These  Guidelines 
helped  to  establish  a  policy  that  has  been  in  force  on  a 
de  facto  basis  for  the  past  13  years:  the  embargo  on 
exporting  enrichment  and  reprocessing  plants  to  volatile 
regions  or  to  other  countries  where  there  may  be  a  risk  of 
proliferation. 

The  NSG  plenary  met  in  Lucerne,  Switzerland  from 
March  30  to  April  1,  1992,  and  continued  to  make  major 
advances  in  nuclear  export  controls.  At  this  meeting,  the 
NSG  amended  its  Guidelines  to  require  full-scope  IAEA 
safeguards  as  a  condition  for  any  new,  significant 
nuclear  supply  commitment  to  nonnuclear  weapon 
States.  A  common  policy  to  this  effect  had  been  adopted 
in  1992,  but  this  amendment  became  the  first  change  to 
the  NSG  guidelines  in  14  years.  The  U.S.  adopted  this 
principle  as  a  national  requirement  in  1978  and  had  long 
encouraged  others  to  do  so.  This  step  constitutes  a  major 
strengthening  of  the  Guidelines,  which  now  in  effect 
embargo  trigger  list  items  to  countries  without  full-scope 
IAEA  safeguards. 

At  the  1993  Plenary  meeting,  NSG  members  also: 

■  made  a  special  appeal  to  the  new  states  from  the 
former  Soviet  Union  to  accede  to  the  NPT  as 
nonnuclear  weapon  States,  welcomed 
Argentina's  adherence  to  the  guidelines; 

■  invited  all  other  supplier  countries  to  adhere  to 
the  NSG  Guidelines; 

■  adopted  new  procedural  arrangements  to 
formalize  its  membership  and  to  improve  the 
effectiveness  of  its  operations. 

The  NSG  also  began  to  implement  the  multilateral 
arrangement  to  control  some  65  nuclear  related  dual-use 
items.  This  arrangement  is  designed  to  impede 
assistance  to  nonnuclear  weapon  states  for 
unsafeguarded  and  nuclear  explosive  activities.  At 
meetings  in  March  and  October  1993  with  U.S. 
chairmanship,  the  NSG  began  to  consult  and  exchange 
information  under  the  arrangement.  Other  NSG 
activities  in  1993  involved  further  efforts  to  strengthen 
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controls  being  earned  out  in  working  groups  on 
conditions  of  supply,  the  nuclear  control  list,  and 
information  sharing. 

ACDA  was  privileged  to  play  a  major  role  in  these 
achievements.  For  many  years,  ACDA  officers  have 
authored  U.S.  diplomatic  initiatives  seeking  to  advance 
the  U.S.  full-scope  safeguards  policy  and  to  create 
multilateral  dual-use  export  controls.  ACDA  played  an 
extensive  part  in  U.S.  efforts  in  the  NSG.  The  senior 
representative  providing  U.S.  views  in  the  NSG  working 
group  on  conditions  of  supply  is  an  ACDA  official. 
ACDA  is  also  involved  in  all  U.S.  nuclear  export  cases, 
including  those  on  dual-use  commodities. 


REGULAR  GENERAL  CONFERENCE 
(OF  THE  TREATY  OF  TLATELOLCO) 

The  Treaty  of  Tlatelolco  was  opened  for  signature  in 
1967  and  now  has  24  Latin  American  and  Caribbean 
Parties  that  have  pledged  not  to  develop,  manufacture,  or 
acquire  nuclear  weapons.  The  Parties  to  the  Treaty  have 
accepted  the  application  of  International  Atomic  Energy 
Agency  safeguards  for  all  of  their  nuclear  activities,  in 
order  to  assist  in  verifying  compliance  with  the  Treaty. 
The  United  States,  although  not  a  party  to  the  Treaty,  has 
signed  two  of  the  Additional  Protocols  to  the  Treaty. 
The  Treaty  establishes  a  regional  organization,  the 
Agency  for  the  Prohibition  of  Nuclear  Weapons  in  Latin 
America  (known  also  by  its  Spanish  acronym  OPANAL) 
to  help  ensure  compliance  with  its  provisions. 

ACDA  leads  U.S.  Government  efforts  supporting  full 
entry  into  force  of  the  Treaty  of  Tlatelolco,  which  has 
not  yet  occurred.  In  this  capacity,  ACDA  led  the  United 
States  Delegation  to  the  Thirteenth  Regular  General 
Conference  in  May,  1993,  in  Mexico  City. 


PREPARATORY  COMMISSION  FOR 
THE  ORGANIZATION  FOR  THE 
PROHIBITION  OF  CHEMICAL 
WEAPONS 

This  is  a  temporary  commission,  established  by  the 
signatory  states  to  the  Convention  on  the  Prohibition  of 
the  Development,  Production,  Stockpiling  and  Use  of 
Chemical  Weapons  and  on  Their  Destruction  (Chemical 
Weapons  Convention),  negotiations  on  which  were 
completed  in  the  Conference  on  Disarmament  in  1992. 
The  task  of  the  Preparatory  Commission  is  to  prepare 
detailed  procedures  for  implementation  of  the  Chemical 
Weapons  Convention  and  to  lay  the  foundation  for  the 
new  international  organization  mandated  by  the 
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Chemical  Weapons  Convention.  That  new  permanent 
organization  will  be  the  Organization  for  the  Prohibition 
of  Chemical  Weapons;  when  it  comes  into  being  upon 
entry  into  force  of  the  Chemical  Weapons  Convention, 
the  Preparatory  Commission  will  go  out  of  existence. 

The  Preparatory  Commission  met  in  the  Hague  five 
times  in  1993.  Expert  meetings  were  held  between 
meetings  of  the  Commission. 

ACDA  heads  the  United  States  Delegation  to  the 
Preparatory  Commission,  and  provides  policy  advisors, 
technical  experts,  administrative  support  staff,  and 
Delegation's  legal  advisors.  ACDA  also  chairs  the 
Washington  backstopping  effort  for  the  PrepCom,  and 
prepares  and  coordinates  all  guidance  to  the  delegation. 
ACDA  coordinates  and  manages  the  U.S.  share  of  the 
OPCW  budget. 


AUSTRALIA  GROUP 

Chaired  by  Australia,  the  Australia  Group  is  an 
informal  forum  of  states  whose  goal  is  to  discourage  and 
impede  chemical  and  biological  weapons  proliferation 
by  harmonizing  national  export  controls  on  chemical 
weapons  precursor  chemicals,  biological  weapons 
pathogens,  and  chemical  and  biological  weapons  dual- 
use  production  equipment,  and  by  sharing  information  on 
countries  of  concern. 

The  Australia  Group  was  formed  in  1984  as  a  result  of 
the  use  of  chemical  weapons  during  the  Iran-Iraq  War. 
There  are  presently  23  members  of  the  Group,  including 
Australia,  Argentina,  Austria,  the  European  Union, 
Hungary,  Iceland,  New  Zealand,  Japan,  Canada, 
Norway,  Finland,  Sweden,  Switzerland,  and  the  United 
States.  Requests  by  other  states  to  join  the  group  are 
considered  on  a  case-by-case  basis. 

The  Group  has  established  common  export  controls  on 
54  chemical  precursors,  a  list  of  production  equipment 
related  to  chemical  weapons,  and  certain 
microorganisms,  toxins,  and  production  equipment 
related  to  biological  weapons. 

In  June  1993,  the  Australia  Group  completed  and 
adopted  comprehensive  export  controls  on  chemical 
weapons  precursors,  biological  weapons  agents,  and 
dual-use  chemical  and  biological  weapons  production 
equipment.  The  Group  also  adopted  a  U.S. -proposed 
"no-undercut"  policy,  which  will  ensure  that  the  export 
license  denials  of  one  member  are  respected  by  all  other 
members.  Argentina  and  Hungary  joined  the  Group  in 
June.  At  the  December  1993  meeting,  the  Group 
adopted  U.S.  proposals  for  improving  member 
cooperation  in  enforcing  export  controls  and  agreed  to 
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U.S. -proposed  measures  to  coordinate  member  export 
control  assistance  and  other  non-member  outreach 
activities. 

ACDA  participates  in  the  U.S.  delegation  to  the 
Australia  Group.  It  played  a  leading  role  in  developing 
and  securing  adoption  of  the  U.S.  proposals  to  improve 
member  enforcement  cooperation  and  coordination  of 
export  control  assistance  activities. 


MISSILE  TECHNOLOGY  CONTROL 
REGIME  (MTCR) 

The  Missile  Technology  Control  Regime  is  a 
multilateral  export  control  regime,  created  in  April  1987 
by  the  United  States.  Canada,  West  Germany,  France, 
Italy,  Japan,  and  the  United  Kingdom.  It  is  neither  a 
treaty  nor  an  international  agreement;  rather,  the  MTCR 
is  a  voluntary  arrangement  among  25  countries  that  share 
a  common  interest  in  stemming  missile  proliferation  and 
controlling  exports  of  missile -related  items  in 
accordance  with  common  Guidelines  and  a  Technology 
Annex.  The  MTCR  originally  controlled  missiles  and 
unmanned  air  vehicles  capable  of  carrying  a  500 
kilogram  pay  load  to  a  range  of  300  kilometers;  it  has 
since  been  extended  to  cover  missiles  capable  of 
delivering  any  weapons  of  mass  destruction  (nuclear, 
chemical  or  biological)  of  any  weight  to  any  range. 

Having  successfully  put  in  place  an  effective 
multilateral  regime  to  control  the  export  of  missile- 
related  hardware  and  technology  from  member  slates, 
the  MTCR  participants  focused  in  1993  on  the  problem 
of  non-member  suppliers.  At  the  November  plenary 
session  of  the  MTCR,  the  members  agreed  to  place 
increased  emphasis  on  dealing  directly  with  the  missile 
proliferation  threat  emanating  from  outside  of  the 
MTCR. 

ACDA  participates  in  the  missile  nonproliferation 
efforts  of  the  United  States,  taking  part  in  MTCR  plenary 
sessions  and  technical  experts  meetings,  as  well  as  in 
bilateral  meetings  with  Russia,  China,  and  other  key 
non -members  of  MTCR. 
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(CFE  Treaty)  JOINT  CONSULTATIVE 
GROUP  (JCG) 

The  JCG  is  the  implementing  body  for  the  Treaty  on 
Conventional  Armed  Forces  in  Europe  (CFE  ).  The  CFE 
Treaty  enhances  European  security  and  stability  by 
establishing  quantitative  limits  on  tanks,  armored 
personnel  carriers,  artillery  pieces,  helicopters,  and 
fixed-wing  combat  aircraft 

The  CFE  Treaty  provides  that  each  party  to  the  Treaty 
is  entitled  to  representation  on  the  JCG.  Its  overall 
function  is  to  promote  the  objectives  of  the  Treaty,  to 
implement  the  Treaty's  provisions  and,  to  the  extent 
specified  in  the  Treaty,  attempt  to  resolve  disagreements 
among  the  Parties  to  the  Treaty. 

Specific  functions  of  the  JCG  include: 

■  addressing  questions  of  compliance  with  or 
possible  circumvention  of  the  CFE  Treaty; 

■  considering  measures  to  enhance  CFE  Treaty 
viability  and  effectiveness; 

■  seeking  to  resolve  any  ambiguities  and  differ- 
ences of  interpretation  that  may  arise  in  CFE 
Treaty  implementation; 

■  seeking  to  resolve  various  technical  questions 
that  may  arise; 

■  considering  matters  of  dispute  arising  out  of 
implementation  of  the  CFE  Treaty. 

Decisions  of  the  JCG  are  made  by  consensus,  which 
the  CFE  Treaty  defines  to  mean  the  absence  of  any 
objection  by  any  representative  of  a  party  to  the  CFE 
Treaty.  The  JCG  may  act  on  matters  within  its 
competency  as  set  forth  in  the  CFE  Treaty;  other  matters 
require  action  by  the  Parties  to  the  Treaty  themselves, 
rather  than  the  JCG.  An  example  of  this  was  the  two- 
step  process  by  which  the  Czech  and  Slovak  Republics 
formally  succeeded  to  the  rights  and  obligations  of  the 
former  Czechoslovakia  in  early  1993.  Much  of  the  day- 
to-day  discussion  of  the  ways  in  which  this  would  take 
place  was  conducted  through  the  JCG;  the  final  action 
was  taken  at  an  extraordinary  conference  of  the  Parties 
themselves,  a  device  expressly  authorized  in  the  CFE 
Treaty. 

Among  the  issues  that  the  JCG  addressed  in  1993  were 
the  question  of  limits  on  conventional  armaments  and 
equipment  in  the  flank  zones  of  Europe  (discussed  in 
Chapter  HI),  the  distribution  of  costs  to  be  paid  by  the 
CFE  Treaty  Parties  for  the  work  of  the  JCG,  and 
development  of  reduction  and  conversion  procedures 
(some  of  the  means  by  which  conventional  armaments 
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and  equipment  subject  to  the  CFE  Treaty  are  to  be 
eliminated)  that  go  beyond  those  in  the  CFE  Treaty. 
Further  questions  on  how  certain  Parties  are  to  pay  for 
the  reduction  and  conversion  activities  required  of  them 
under  the  Treaty  will  likely  be  on  the  agenda  of  the  JCG 
in  1994. 

The  JCG  has  been  in  nearly  continuous  session  since 
November  1990.  ACDA  continues  to  participate  in  the 
work  of  the  Group.  The  senior  ACDA  representative  on 
the  United  States  Delegation  to  the  JCG  is  often  the 
senior  U.S.  official  present  at  sessions  of  the  Group. 


COORDINATING  COMMITTEE  FOR 
MULTILATERAL  EXPORT  CONTROLS 
(COCOM) 

COCOM  is  a  multilateral  export  control  regime 
established  in  1949  to  maintain  common  controls  on 
items  that  could  enhance  the  military  capabilities  of  the 
then  Communist  Bloc  nations.  The  17  member  group 
includes  Japan,  Australia,  and  the  NATO  countries  other 
than  Iceland.  COCOM  has  three  control  lists:  the 
International  Munitions  List,  the  Industrial  List  which 
covers  dual  use  items,  and  the  International  Atomic 
Energy  List. 

In  1993,  in  response  to  a  U.S.  initiative,  COCOM 
members  began  developing  the  framework  for  a  new 
arrangement  that  will: 

■  promote  transparency  and  responsible  trade  in 
armaments  and  dual-use  goods  and  technolo- 
gies; 

■  not  duplicate  the  work  of  existing  multilateral 
control  regimes,  but  complement  existing 
weapons  of  mass  destruction  nonproli feration 
regimes; 

■  permit  bona  fide  trade; 

■  continue  to  protect  very  sensitive  military 
equipment  and  technology; 

■  permit  membership  by  all  nations  that  meet 
international  nonproliferation  and  export  control 


Presidents  Clinton  and  Yeltsin  agreed  at  the 
Vancouver  summit  to  eliminate  export  control  relics  of 
the  Cold  War,  and  to  establish  in  their  place  a 
partnership  between  the  East  and  West  in  this  area. 
COCOM  will  therefore  be  replaced,  on  or  before  March 
31,  1994,  by  a  new  system  of  multilateral  restraint  now 
being  negotiated. 
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ACDA  has  participated  in  the  interagency  delegations 
negotiating  the  new  initiative  from  the  outset,  and  has 
been  deeply  involved  in  the  working  groups  established 
to  draft  the  new  regime's  guidelines  and  to  identify 
"Very  Sensitive  Items"  for  appropriate  listing. 


MIDDLE  EAST  PEACE  PROCESS. 
ARMS  CONTROL  AND  REGIONAL 
SECURITY  WORKING  GROUP 
(ACRS  WG) 

The  multilateral  Arms  Control  and  Regional  Security 
working  group  is  one  of  five  entities  formed  shortly  after 
the  opening  round  of  the  Peace  Process  in  Madrid  in 
October  199 1 .    It  meets  in  Plenary  session  every  three  or 
four  months  at  the  Ambassadorial/Assistant  Secretary 
level. 

The  United  States  and  Russia  (as  cosponsors),  twelve 
Arab  states,  Israel,  the  Palestinians,  the  UN,  the 
European  Union  (formerly  European  Community), 
Turkey,  the  European  Free  Trade  Association,  Canada, 
Ukraine,  India,  Australia,  Japan  and  China  have 
participated  in  the  working  group  to  date.    Between 
plenary  sessions  of  the  working  group.  Informal 
meetings  of  experts  have  taken  place  at  the  request  of 
regional  participants.  Topics  have  ranged  from 
maritime,  communications  and  information  exchange 
measures  to  declaratory  measures  and  long  term 
objectives  for  the  region. 

The  ACRS  WG  is  the  only  formally  organized 
regional  forum  in  the  Middle  East  that  includes  both 
Israel  and  the  Arabs  on  arms  control  and  regional 
security  matters.  ACDA  has  participated  in  ACRS  work 
since  its  inception.  The  Director,  the  Assistant 
Directors,  and  other  ACDA  officials  have  presented 
briefings  and  papers  to  the  working  group  and  have 
conducted  bilateral  consultations  in  the  region. 
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CONFERENCE  ON  SECURITY  AND 
COOPERATION  IN  EUROPE  (CSCE), 
FORUM  FOR  SECURITY 
COOPERATION  (FSC) 

At  the  Helsinki  summit  in  1992,  the  participating 
nations  of  the  Conference  on  Security  and  Cooperation 
in  Europe  created  a  new  body,  the  Forum  for  Security 
Cooperation.  The  tasks  of  the  FSC,  which  were 
broadened  by  CSCE  ministers  in  Europe  late  in  1993, 
include: 

■  negotiation  of  arms  control,  disarmament  and 
confidence-  and  security-  building  measures; 

■  enhancement  of  regular  consultation  and 
intensified  cooperation  among  participating 
nations  on  matters  related  to  security; 

■  reducing  the  risk  of  conflict; 

■  implementation  of  Confidence-  and  Security- 
Building  Measures  (CSBMs); 

■  annual  implementation  assessment  meetings  on 
CSBMs; 

■  provision  of  a  forum  for  discussion  and  clarifi- 
cation of  information  exchanged  under  agreed 
CSBMs; 

■  preparation  of  seminars  on  military  doctrine  and 
other  subjects. 

In  the  arms  control  area  in  1993,  the  FSC  focused  on 
preliminary  efforts  to  create  a  global  military 
information  exchange;  development  of  and 
improvements  to  the  Vienna  Document  '92;  new 
confidence-building  and  stabilizing  measures;  and 
attempted  "harmonization"  of  existing  arms  control 
obligations.  Other  areas  receiving  attention  were  force 
planning,  arms  transfers,  military  nonproliferation 
cooperation  and  contacts,  regional  security  issues,  and 
security  enhancement  and  cooperation,  including 
development  of  a  code  of  conduct  on  the  politico- 
military  aspects  of  security.  The  FSC's  work  program 
and  progress  will  be  reviewed  in  1994  at  the  next  CSCE 
Review  Conference  in  Budapest 

ACDA  is  a  member  of  the  United  States  Delegation  to 
the  FSC.  FSC  meetings  are  held  in  Vienna. 
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FIRST  COMMITTEE  OF  THE  UNITED 
NATIONS  GENERAL  ASSEMBLY 

The  First  Committee  of  the  United  Nations  General 
Assembly  deals  with  arms  control  and  security  issues. 

In  the  1993  session  the  First  Committee  adopted  by 
consensus  resolutions  supporting  a  Comprehensive  Test 
Ban  Treaty  and  an  agreement  to  prohibit  production  of 
fissile  material  for  nuclear  weapons  or  other  explosive 
devices.  The  Committee  also  considered  48  arms 
control  and  security  resolutions  on  issues  ranging  from 
nuclear  testing  and  nonproliferation  to  conventional  arms 
transfers  and  regional  disarmament  Two  U.S.- 
sponsored  resolutions  were  adopted  by  consensus, 
including  a  resolution  calling  for  a  moratorium  on  the 
export  of  land  mines  that  attracted  66  co-sponsors,  a 
record  for  a  U.S.  resolution  in  the  First  Committee. 

In  addition,  the  First  Committee  passed  resolutions  on 
nuclear  weapon  free  zones  for  the  Middle  East  and 
Africa  and  on  consolidation  of  the  regime  established  by 
the  Treaty  of  Tlatelolco  (see  page  39). 

Acting  ACDA  Director  Thomas  Graham,  Jr.  addressed 
the  Committee  on  October  19,  1993.  His  talk  stressed 
the  importance  of  arms  control  in  the  post  Cold  War 
world  and  noted  that  four  priority  tasks  must  be 
completed: 

■  ensuring  the  nonproliferation  of  weapons  of 
mass  destruction  and  the  means  of  delivering 
them; 

■  establishing  global  norms  for  the  control  of 
arms; 

■  applying  arms  control  lessons  and  confidence- 
building  measures  to  the  settlement  of  regional 
disputes; 

■  eliminating  the  excesses  of  armaments  and 
overcapacities  of  the  defense  industries  from  the 
Cold  War. 

The  First  Committee  met  between  October  18  and 
November  19,  1993  in  New  York. 

ACDA  provides  the  primary  leadership  and  staff  for 
the  United  States  Delegation  to  the  First  Committee,  and 
chairs  the  Washington  backstopping  efforts  for 
preparation  and  guidance  to  the  delegation. 
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UNITED  NATIONS  DISARMAMENT 
COMMISSION 

The  United  Nations  Disarmament  Commission  is  a 
subsidiary  body  of  the  United  Nations  General 
Assembly.  It  deliberates  on  arms  control  and  security 
issues,  and  comprises  all  U.N.  members. 

The  1993  session  of  the  United  Nations  Disarmament 
Commission  took  place  in  April  and  May  1993.  Three 
items  were  on  the  agenda;  one  of  them  achieved 
approval  by  consensus  -  a  report  on  "guidelines  and 
recommendations  for  regional  approaches  to 
disarmament  within  the  context  of  global  security."  The 
other  agenda  items  dealt  with  the  role  of  science  and 
technology  in  disarmament  and  related  fields,  and  with 
nuclear  disarmament:  no  consensus  was  reached  on 
either  of  these  items. 

This  Commission  meets  annually  in  New  York  in  the 
spring.  ACDA  provides  the  primary  leadership  and 
staffing  for  the  United  States  Delegation  to  the  United 
Nations  Disarmament  Commission,  as  well  as  chairing 
the  Washington  backstopping  efforts  for  preparation  and 
guidance  to  the  delegation. 


UNITED  STATES-RUSSIA 
COMMISSION  ON  DEFENSE 
INDUSTRY  CONVERSION 

The  United  States-Russia  Commission  on  Defense 
Industry  Conversion  met  in  Russia  in  November  1993 
and  agreed  to  pursue  several  initial  defense  conversion 
projects,  including: 

■  joint  ventures  in  housing  for  Russian  military 
officers; 

■  joint  ventures  between  Russian  defense  industry 
enterprises  and  United  States  firms; 

■  the  possible  establishment  of  technology  parks 
in  selected  cities. 

ACDA  is  a  member  of  this  Commission. 
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OPEN  SKIES  CONSULTATIVE 
COMMISSION  (OSCC) 

The  OSCC,  which  meets  in  Vienna,  is  the 
implementing  body  for  the  Treaty  on  Open  Skies,  which 
provides  for  unarmed  aerial  observation  flights  over  each 
party's  territory  in  order  to  gather  information  about 
military  forces  and  activities  as  a  means  of  promoting 
openness  and  transparency. 

The  Commission's  chief  function  is  to  monitor  the 
operation  of  the  Treaty  on  Open  Skies  and  to  discuss 
and,  if  possible,  resolve  any  implementation  issues  that 
might  arise.  It  makes  decisions  by  consensus.  The 
Treaty  sets  forth  the  powers  of  the  Commission  and 
specifies  those  matters  that  the  Commission  may  decide; 
all  other  matters  require  the  formal  action  of  the  Parties 
themselves  outside  of  the  Commission. 

As  with  other  fora,  much  of  the  day-to-day  work  of  the 
Commission  is  done  in  various  informal  working  groups, 
including  those  on  flight  procedures,  sensors  (the 
measuring  and  recording  instruments  that  an  observation 
aircraft  may  carry),  rules  and  procedures  for  observation 
flights,  and  formats  and  notifications  for  various  flight 
and  other  activities.  When  working  groups  are  able  to 
reach  decision  on  an  issue,  the  matter  is  then  passed  to 
the  full  Commission  for  final  decision.  In  July  1993,  the 
United  States  took  over  as  chair  of  the  Sensor  Working 
Group. 

Sensor  decisions  required  by  the  Treaty  before  entry 
into  force  of  the  Treaty  probably  will  be  an  early  item  of 
discussion  in  1994,  as  will  various  flight  procedures. 

Each  party  to  the  Treaty  on  Open  Skies  is  represented 
on  the  Commission,  which  meets  monthly  in  Vienna 
when  it  is  in  session.  In  1993,  the  Commission  met 
twice. 

ACDA  is  a  member  of  the  United  States  Delegation  to 
the  Commission,  participating  in  plenary  sessions  and  all 
working  group  meetings. 
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VII.  ORGANIZING  ARMS  CONTROL  RESEARCH 


The  1961  Amis  Control  and  Disarmament  Act,  as 
amended,  requires  ACDA's  Director  to: 

(1)  ensure  the  conduct  of  research,  development,  and 

other  studies  in  the  field  of  arms  control  and 
disarmament; 

(2)  make  arrangements  for  the  conduct  of  research, 

development,  and  other  studies  in  the  fields  of 
arms  control  and  disarmament  by  private  or 
public  institutions  or  persons; 

(3)  coordinate  the  research,  development,  and  other 

studies  conducted  in  the  field  of  arms  control 
and  disarmament  by  or  for  other  Government 
agencies  in  accordance  with  procedures  estab- 
lished under  the  Act. 

Historically,  ACDA  has  met  this  requirement  through 
such  efforts  as  sponsorship  of  the  Arms  Control  Research 
Coordinating  Committee  (an  interagency  group 
established  to  coordinate  arms  control  research), 
maintenance  of  the  Arms  Control  Research  Network 
(ACORN)  data  base  of  completed,  ongoing  and  planned 
research,  participation  in  interagency  committees 
focussing  on  research  and  development,  and  compilation 
and  submittal  of  the  Annual  Report  to  Congress  on  Arms 
Control  Research. 

A  significant  component  of  ACDA's  research  effort  is 
its  external  research  program,  which  is  managed  by  an 
internal  Research  Review  Board.  The  Board  reviews 
research  projects  proposed  by  Bureaus  and  Offices  and 
recommends  a  program  budget  structure  for  external 
research  activities. 


The  Research  Review  Board  looks  to  the  external 
research  program  to  provide  support  for  the  Agency 
through  projects  that  are  critical  to  performance  of  the 
ACDA  mission,  that  are  time  sensitive,  and  that  directly 
support  ongoing  arms  control  negotiating  efforts 
concerning: 

■  nuclear  and  strategic  forces,  including  strategic 
defenses;  conventional  forces; 

■  chemical  and  biological  weapons; 

■  nonproliferation  issues. 

In  1993  ACDA  managed  an  external  research  program 
of  about  $1.5  million,  examining  strategic,  chemical  and 
conventional  weapons,  nonproliferation,  verification, 
crisis  stability,  dismantlement  and  environmental 
technologies,  and  scientists  in  the  former  Soviet  Union. 
Specifically: 

■  ACDA  used  the  multi-agency  HYDICE  experi- 
ment to  examine  multispectral  imaging  applica- 
tions in  geology,  drug  enforcement,  and  military 
reconnaissance.   ACDA's  interest  is  in  defining 
a  data  collection  program  to  exploit  arms 
control  verification  capabilities  for  potential 
monitoring  of  START  compliance,  conventional 
forces,  and  chemical  warfare  or  nuclear  installa- 
tions. 

■  An  external  research  project  analyzed  the 
potential  key  issues  of  the  1995  NPT  Extension 
Conference  and  to  recommend  U.S.  strategies 
and  actions  for  ensuring  that  the  NPT  is  ex- 
tended indefinitely  and  unconditionally  in  1995. 
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■     Support  was  provided  to  the  Program  for 
Nonproliferation  Studies  at  the  Monterey 
Institute  of  International  Studies  to  develop  and 
implement  data  handling  and  analytical  en- 
hancements to  their  Emerging  Nuclear  Suppliers 
and  International  Missile  Proliferation  data 


Two  external  research  projects  provided 
assistance  and  support  to  the  U.S.  Representa- 
tive to  the  Preparatory  Commission  (PrepCom) 
for  the  Organization  on  the  Prohibition  of 
Chemical  Weapons  and  to  provide  such  infor- 
mation, studies,  and  support  to  the  PrepCom-as 
designated  by  ACDA-to  assist  the  U.S.  Repre- 
sentative. The  project  was  extended  beyond  the 
PrepCom  to  include  support  to  the  U.S.  Repre- 
sentative to  the  CWC  over  the  initial  implemen- 
tation years. 

Contractor  support  developed  a  "Dismantlement 
and  Environment  Technologies  Catalog" 
identifying  technologies  being  used,  or  that 
could  be  used,  in  the  Former  Soviet  Union  for 
weapons  dismantlement. 

An  external  research  project  addressed  aims 
control  and  disarmament  questions  in  conven- 
tional force  verification  methodology  and 
assessments,  conventional  force  analysis,  and 
analysis  of  other  countries'  perspectives  on 
conventional  arms  control. 

ACDA  participated  with  the  Department  of 
Energy  in  preparing  and  implementing  a  two 
week  entrepreneurial  training  workshop  in 
Moscow  for  mid-level  scientists  and  managers 
from  the  FSU  nuclear  weapons  complex, 
addressing  market  economy  fundamentals, 
preparation  of  proposals  for  commercial 
ventures,  and  making  contacts  with  interested 
U.S.  businesses. 
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■  ACDA  continued  support  of  the  IAEA  technical 
assistance  database  system  which  proved 
invaluable  to  the  1990  Non -Proliferation  Treaty 
Review  Conference  and  will  be  needed  to 
support  the   1995  NFT  Conference. 

■  An  external  research  project  addressed  strategic 
force  verification  methodology  and  assessment, 
and  strategic  and  theater  nuclear  force  analyses. 

The  scope  of  the  ACDA  external  research  program 
was  quite  broad  given  its  relatively  small  budget.  A 
comparison  between  the  research  conducted  and  the 
ACDA  research  functions  defined  in  the  Act  reveals  that 
the  ACDA  projects  were  thinly  spread  across  a  large 
number  of  these  functions  in  order  to  provide  a  balanced 
body  of  research.  Research  functions  that  dovetailed 
with  the  roles  of  other  governmental  institutions  were 
relatively  well  funded,  whereas  those  roles  unique  to 
ACDA  received  little  or  no  support  beyond  the  small 
efforts  that  ACDA  external  research  could  provide. 
ACDA  has  carefully  spent  its  available  funds  across  a 
wide  range  of  activities,  often  participating  in 
interagency  programs  to  encourage  needed  arms  control 
research.  However,  the  increased  emphasis  on  arms 
control  attending  the  demise  of  the  Soviet  threat  and  the 
associated  world  wide  realignments  suggests  that  more 
needs  to  be  done. 

ANNUAL  REPORT  TO  CONGRESS  ON  ARMS 
CONTROL  RESEARCH.     As  part  of  the  coordination  of 
interagency  arms  control  research,  ACDA  will  make  a 
significant  revision  in  the  format  of  the  Annual  Report  to 
Congress  on  Arms  Control  Research.  Past  reports  listed 
research  project  summaries  without  commentary 
regarding  the  relationship  of  these  research  efforts  to 
arms  control  priorities.  Future  Annual  Reports  will 
include  assessments  of  the  relationship  of  these  research 
projects  to  national  arms  control  priorities.  ACDA  will 
work  within  the  interagency  process  to  establish  research 
priorities  and  conduct  this  assessment. 


312 


46 


Arms  Control  and  Disarmament  Agency 


VIII.  ORGANIZING  AND  STORING  ARMS  CONTROL 
INFORMATION 


ACDA  continues  to  improve  upon  its  long  history  of 
arms  control  information  management  Having  used 
computers  in  support  of  arms  control  analyses  virtually 
since  the  creation  of  the  Agency.  ACDA  computer 
support  now  also  provides  administrative  and  operations 
support  to  all  parts  of  the  Agency,  maintains  aims 
control  data  bases  used  by  other  interested  federal 
agencies  as  well  as  ACDA  staff,  and-with  the  recent 
introduction  of  a  public  information  bulletin  board-is 
providing  pertinent  arms  control  information  to  the 
entire  academic  and  institutional  research  world.  Well 
established  data  bases  maintained  by  the  Agency 
include: 

■  the  Automated  Recourse  to  Electronic  Negotia- 
tion Archives  (ARENA)  system  which  permits 
search  of  the  complete  text  of  all  arms  control 
negotiations; 

■  the  Processor  for  Arms  Control  Treaties 
(PACTS)  database  which  permits  similar  search 
of  the  complete  texts  of  all  arms  control  treaties 
to  which  the  U.S.  is  a  party; 

■  the  World  Military  Expenditures  and  Aims 
Transfers  ( WMKAT)  databases  of  international 
aims  sales  and  military  expenditures; 

■  various  economic  data  used  to  prepare  the 
Annual  Report  to  the  Congress  on  WMEAT, 

■  the  ACDA  Integrated  Retrieval  System  (AIRS) 
database  of  citations  to  thousands  of  arms 
control  studies  and  reports; 

■  the  Arms  Control  Research  Network  (ACORN) 
database  listing  all  federal  aims  control  research 
projects  and  their  recent  products; 


■  an  extensive  data  base  on  worldwide  annual 
military  expenditures,  arms  transfers,  aimed 
forces. 

ACDA  is  the  repository  for  the  U.S.  Government  of 
data  exchanged  among  nations  pursuant  to  arms  control 
treaties.  The  ACCORD  repository  was  established  by 
ACDA  during  1993  to  automate  this  role.  This 
computer-based  federal  repository  allows  exchange  data, 
notifications,  and  inspection  reports  to  be  archived  in  a 
single  location.  To  the  extent  possible,  the  information 
is  made  available  in  electronic  form  so  that  federal 
agencies  can  have  immediate  access.  The  repository 
consists  of  both  classified  and  unclassified  computer 
databases,  as  well  as  storage  for  paper  copies  of  data 
when  needed.  The  initial  version  holds  data  from  the 
Conventional  Forces  in  Europe  Treaty,  Open  Skies,  and 
the  Confidence-  and  Security-  Building  Measures 
Agreement.  Work  is  underway  to  add  START  and 
Chemical  Weapons  Convention  data  and  to  backfill 
exchange  data  from  other  treaties. 

During  1993  ACDA  made  considerable  progress 
toward  an  integrated  open  systems  Agency-wide 
computer  network.  Interconnection  between  the 
previously  disparate  VAX-based  technical  and  database 
computer  system  and  the  Wang-based  office  automation 
system  is  under  lest.  A  pilot  imaging  subsystem  in 
support  of  the  Director's  office  is  nearly  operational. 
Development  of  a  Wang/IBM-based  message  handling 
subsystem  is  underway.  This  will  replace  the  manual 
acquisition,  sorting,  and  distribution  of  heavy  daily 
ACDA  telegram  traffic  with  an  automated  system  fed 
electronically  by  the  Department  of  State  system.  New 
computer  networks  for  office  automation  are  being 
introduced  in  Geneva,  the  Hague  and  Vienna  in  support 
of  our  negotiation  delegations,  with  E-mail  connection  to 
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the  main  ACDA  network.  Portable  office  automation 
and  telecommunication  capabilities  were  added  for  the 
delegations  negotiating  in  the  former  Soviet  Union.  This 
equipment  includes  satellite  telephones,  portable 
computers  and  printers  to  allow  worldwide  data  and  fax 
communications  capability.  It  helps  to  compensate  for 
the  lack  of  support  facilities  and  infrastructure  in  the  new 
states. 

To  provide  improved  management  of  its  computer 
resources,  ACDA  reorganized  its  Operations  and 
Information  office  under  the  Chief  Information  Officer 
to  provide  separate  but  coordinated  focal  points  for 
analysis,  databases,  development,  and  computer 
administration.  Major  contracts  were  competed  for 
operations  and  development  support.  We  conducted 
comprehensive  review  of  computer  operations, 
conducted,  and  refined  plans  for  migration  to  the  open 
systems  network. 
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We  anticipate  that,  by  the  end  of  1994.  every  member 
of  the  ACDA  staff  will  have  a  personal  computer  on  his 
or  her  desktop  that  will  enable  access,  under  appropriate 
security  controls,  to  all  ACDA  databases  and  automated 
support  capabilities.  Interconnection  to  other  Agency 
systems  will  also  be  available  on  a  selective  basis. 
Studies  and  development  to  further  improve  the 
efficiency  and  capability  for  organization  and  storage  of 
arms  control  information  will  continue  to  be  a  significant 
ACDA  focus. 
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IX.  COMMUNICATING  WITH  THE  AMERICAN  PEOPLE 


One  of  ACOA's  four  mandates  legislated  in  the  1961 
ACDA  Act  is  "the  dissemination  and  coordination  of 
public  information  concerning  arms  control  and 
disarmament  "  ACDA  seeks  to  provide  the  public  with 
clear  and  technically  competent  insight  into  the  often 
arcane  debate  over  national  security  policy.  In  order  to 
better  meet  this  requirement,  the  Office  of  Public 
Information  was  established  in  1993,  replacing  the 
previous  Office  of  Public  Affairs.  This  Office  is  divided 
into  two  new  components,  a  Public  Diplomacy  Division 
and  a  Publications  and  Media  Division. 

We  welcome  suggestions  from  our  customers  as  we 
move  into  development  of  arms  control  and 
nonproliferation  curricula  and  associated  materials  for 
use  by  academic  institutions  in  the  United  States  and 
overseas,  establishment  of  regular  press  briefings,  and 
the  use  of  new  technologies  including  computerized 
multimedia  presentations. 


PUBLIC  DIPLOMACY  ACTIVITIES 

In  the  information  age,  a  coherent  strategy  for 
informing  the  public  is  essential  to  the  success  of  U.S. 
arms  control  and  nonproliferation  initiatives  and 
policies.  To  develop  and  implement  such  a  strategy,  the 
ACDA  Director  of  Public  Information  chairs  a  new 
Interagency  Working  Group  on  Public  Diplomacy  for 
Arms  Control  and  Nonproliferation.  Representatives 
from  the  State,  Defense,  Commerce  and  Energy 
Departments,  the  Joint  Chiefs  of  Staff,  the  On-  Site 
Inspection  Agency,  and  the  United  States  Information 
Agency  regularly  meet  in  this  group  under  the  auspices 
of  the  National  Security  Council  to  formulate  plans  for 


communicating  with  the  American  people  and  the  rest  of 
the  world. 

The  ACDA  Historian's  Office  is  an  integral  part  of 
ACDA's  Public  Diplomacy  activities,  improving  the 
public's  understanding  of  where  arms  control  and 
nonproliferation  efforts  have  taken  us  and  what  problems 
they  may  help  us  solve  in  the  future.  The  Historian's 
Office  produces  Documents  on  Disarmament,  yearly 
compilations  of  historical  documents  on  arms  control 
and  nonproliferation  issues. 


PUBLISHING  AND  OTHER  CUSTOMER 
SERVICES 

The  Publications  and  Media  Division  of  the  Office  of 
Public  Information  produces  the  wide  variety  of 
publications  that  explain  present  and  past  arms  control 
and  nonproliferation  developments  to  the  United  States 
and  the  world.  In  addition  to  the  publications  cited  in 
the  preceding  section,  these  documents  include: 

■  official  texts  of  treaties,  agreements,  statements, 
and  speeches; 

■  fact  sheets  on  virtually  all  facets  of  arms  control 
and  nonproliferation  activities; 

■  press  releases  of  key  developments  in  these 
areas. 

The  ACDA  News  —  containing  relevant  stories  that 
appear  in  newspapers  across  the  country  —  is  published 
daily  and  the  ACDA  News  Special  Edition,  highlighting 
important  articles  from  professional  journals,  is 
published  every  week. 
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This  division  publishes  a  bi-weekly  calendar  of  events 
on  arms  control  and  nonproliferation. 

News  Roundups  of  recent  media  stories  on  aims 
control  and  nonproliferation  issues.  PI  also  produces 
ACDA  Readers,  comprised  of  all  ACDA  publications  on 
a  particular  topic;  recent  examples  include  chemical  and 
biological  weapons,  nonproliferation.  New  Independent 
States  ,  and  confidence-  and  security-building  measures. 
To  improve  service  to  customers,  PI  has  set  up  an 
Electronic  Bulletin  Board  to  provide  electronically  the 
growing  number  of  ACDA  publications  on  our  already 
extensive,  newly-created  Publications  List. 

The  number  of  the  ACDA  Electronic  Bulletin  Board  is: 

202-736-4436 


We  also  have  produced  a  Who 's  Who  of  key  ACDA 
professionals  to  assist  organizations  seeking  speakers  on 
arms  control  and  nonproliferation  matters. 

Other  recently  produced  publications  include  a 
monthly  Current  Articles  of  Interest  on  arms  control  and 
related  matters  and  periodic  newsletters  for  industry  on 
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Chemical  Weapons  Convention  implementation.  In 
preparation  are  Handbooks  on  non-governmental 
organizations  and  on  academic  programs  that  focus  on 
arms  control  and  nonproliferation.  In  addition,  we  will 
be  publishing  a  semi-annual  Cumulative  Index  of 
Current  Articles  of  Interest  starting  in  January  1994  and 
an  update  of  the  1990  edition  of  the  ACDA  Agreements 
Book.  These  new  efforts  are  crucial  to  making  sure  that 
United  States  Government  arms  control  and  non- 
proliferation  policy  is  responsive  to  public  concerns. 


THE  ACDA  LIBRARY 

ACDA's  Library/Technical  Reference  Center  is  an 
integral  part  of  PI ,  serving  as  a  repository  for  thousands 
of  difficult-to-find  volumes  on  arms  control  and 
nonproliferation  and  helping  ACDA  officers  keep  up-to- 
date  with  the  latest  research.  The  Technical  Reference 
Center  also  is  responsible  for  compiling  Current  Articles 
of  Interest.  Revitalization  plans  for  ACDA  anticipate 
expanding  the  resources  of  the  Library  to  better  serve 
researchers  and  the  general  public. 
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X.  ACDA  ORGANIZATION 


ACDA  is  reorganizing  to  best  meet  the  arms  control, 
nonproliferation,  and  disarmament  challenges  of  the  post 
Cold  War  world.  This  chapter  describes  ACDA' s 
organization  as  of  January  1994. 


OFFICE  OF  THE  DIRECTOR 

Under  the  Arms  Control  and  Disarmament  Act,  the 
Director  is  the  principal  advisor  to  the  President,  the 
National  Security  Council,  and  the  Secretary  of  State, 
and  other  senior  government  officials  on  arms  control, 
nonproliferation,  and  disarmament  matters,  and  on  their 
relationship  to  other  aspects  of  overall  national  security 
policy.  The  Director  is  responsible  for  all  ACDA 
operations,  activities,  and  positions. 


General  Advisory  Committee  (GAC) 

The  General  Advisory  Committee  is  a  Presidential 
policy  advisory  body  on  arms  control,  nonproliferation, 
and  disarmament,  consisting  of  up  to  IS  members.  The 
Committee,  by  law,  reports  to  the  President,  the 
Secretary  of  State,  and  the  ACDA  Director  on  its 
findings  and  recommendations. 


Executive  Secretary  and  Advisor  for  Internal 
Affairs  (D/EX) 

The  Executive  Secretary  directs  the  ACDA  Secretariat, 
assuring  that  the  Agency  responds  to  internal  and 
external  requirements  and  demands  ranging  from  general 
public  inquiries  to  urgent,  highly  sensitive  policy 
formulations  being  constructed  within  the  Government. 


The  Executive  Secretary  advises  the  Director  and  other 
Agency  principals  on  the  status  of  internal  operations 
and  activities,  and  implements  new  or  improved 
approaches  to  increase  their  effectiveness. 

Executive  Document  Support  Section.  The  Executive 
Document  Support  Section  maintains  permanent  records 
of  all  decisions  made  by  the  ACDA  Director  and  Deputy 
Director,  and  all  relevant  Presidential,  interagency  and 
ACDA  Principals  papers.  This  section  tracks, 
researches,  and  retrieves  in  full  text,  summary  and 
chronological  order  the  evolution  of  policy  decisions, 
and  archives  ACDA's  history. 


Policy  Planning  Group  (D/PPG) 

The  Policy  Planning  Group  is  responsible  for  the 
Agency's  arms  control  and  nonproliferation  policy 
planning  efforts  and  advises  the  Director  on  related 
issues.  In  this  regard,  the  Policy  Planning  Group  assists 
the  Bureaus  and  Offices  in  recommending  options  to 
address  problems  and  identify  new  opportunities  in  the 
post  Cold  War  Era,  and  formulates  policy  options  for 
consideration  by  the  Director. 


Advanced  Projects  Office  (D/AP) 

The  Advanced  Projects  Office  creates,  identifies, 
collects,  assembles,  integrates,  analyzes,  evaluates,  and 
develops  innovative  concepts  and  positions  offering  new 
avenues  to  arms  control  and  disarmament.    Advanced 
Projects  produces  inventive  arms  control  concepts  for 
consideration  by  the  Director  and  other  national  security 
principals.  Its  subject  area  includes  the  full  range  of 
control,  reduction,  elimination,  nonproliferation.  and 
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countciproliferalioD  of  nuclear,  chemical,  biological,  and 
conventional  weapons  and  their  delivery  systems,  as  well 
as  ACDA-specific  projects  including  the  preparation  of 
this  Annual  Report.  Its  projects  build  both  on  internally 
generated  concepts  and  on  ideas  collected  from 
government,  academic  and  nongovernmental  sources. 


Principal  Deputy  Director,  On-Site  Inspection 
Agency  (OSIA) 

An  ACDA  official  serves  as  the  Principal  Deputy 
Director  of  the  On-Site  Inspection  Agency,  which  is  the 
agency  charged  with  operational  responsibility  for  the 
conduct  of  arms  control  on-site  inspections. 


Senior  Military  Advisor  (D/M) 

The  Senior  Military  Advisor  serves  as  the  principal 
advisor  to  the  ACDA  Director  on  military  matters  and  is 
the  representative  of  the  Director  to  the  Office  of  the 
Secretary  of  Defense  and  the  Joint  Chiefs  of  Staff.  The 
Advisor  evaluates  arms  control  and  nonproliferation 
proposals  from  a  military  perspective  and  assesses  their 
potential  contributions  to  the  national  security  of  the 
United  States.  The  Advisor  commands  ACDA's  military 
detailees,  which  currently  number  30. 


U.S.  Commissioner  of  the  U.S./U.S.S.R. 
Standing  Consultative  Commission  (SCO 

The  U.S.  Commissioner  of  the  Standing  Consultative 
Commission,  with  the  rank  of  Ambassador,  represents 
the  United  States  in  the  SCC  on  matters  related  to  the 
ABM  Treaty  and  heads  the  U.S.  component  of  the 
Commission. 


U.S.  Representative  to  the  Conference  on 
Disarmament  (CD) 

The  U.S.  Representative  to  the  Conference  on 
Disarmament,  with  the  rank  of  Ambassador,  leads  the 
U.S.  delegation  to  the  CD  in  Geneva,  the  U.N. 
Disarmament  Commission,  the  United  Nations  General 
Assembly  First  Committee,  and,  as  requested,  also 
represents  the  ACDA  Director  in  other  negotiations. 

U.S.  Representative  to  the  Special  Verification 
Commission  (SVC) 

The  U.S.  Representative  to  the  Special  Verification 
Commission,  with  the  rank  of  Ambassador,  heads  the 
U.S.  delegation  to  the  Commission,  which  is  the 
implementing  body  for  the  INF  Treaty. 
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U.S.  Representative  to  the  Joint  Compliance  and 
Inspection  Commission  (JCIC) 

The  U.S.  Representative  to  the  Joint  Compliance  and 
Inspection  Commission,  with  the  rank  of  Ambassador, 
heads  the  U.S.  delegation  to  the  Commission,  which  is 
the  implementing  body  for  the  START  Treaty. 
Currently,  the  same  person  serves  as  U.S.  Representative 
to  both  the  SVC  and  the  JCIC. 


OFFICE  OF  THE  DEPUTY  DIRECTOR 
(DD) 

The  Deputy  Director  functions  as  Acting  Director 
during  periods  of  the  Director's  absence.  The  Deputy 
Director,  by  law,  is  specifically  responsible  for  the 
administrative  management  of  ACDA  for  intelligence- 
related  activities,  and  for  ACDA's  Special 
Compartmented  Intelligence  Facility. 

Office  of  Security  (DD/SY) 

The  Office  of  Security  is  responsible  for  ACDA's 
security  programs  in  Washington,  DC  and  overseas. 
These  programs  cover  the  full  range  of  security  services 
and  include  physical,  procedural,  personnel,  technical, 
and  computer  security,  investigative  and  intelligence 
functions,  as  well  as  liaison  with  other  Federal 
investigative  agencies  and  offices  of  security.  In 
addition,  the  office  manages  the  security  and 
accountability  of  all  special  compartmented  information 
materials  designated  for  use  by  ACDA 


Office  of  Equal  Employment  Opportunity 
(DD/EEO) 

The  Office  of  Equal  Employment  Opportunity  serves 
as  the  primary  resource  in  ACDA  for  compliance  with 
various  laws,  management  directives,  and  guidelines 
applicable  to  Equal  Opportunity.  It  provides  leadership 
to  the  Agency's  top  management,  bureau  and  office 
heads  to  carry  out  the  continuing  policy  and  program  of 
nondiscrimination  and  affirmative  action. 

The  Office  directs  and  provides  equal  employment 
opportunity  in  the  special  program  areas  of  upward 
mobility,  affirmative  employment  for  people  with 
disabilities,  multi-year  affirmative  action  plan,  special 
emphasis  programs,  and  outreach  recruitment  The 
Office  is  responsible  for  individual  complaint 
counseling,  investigations  and  adjudication  of 
complaints  in  accordance  with  applicable  federal 
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statutes.  Ad  on-going  analysis  of  the  Agency's  workforce 
is  conducted  periodically  to  assess  affirmative  measures 
in  order  to  achieve  a  diversified  workforce. 


MULTILATERAL  AFFAIRS  BUREAU 
(MA) 

The  Multilateral  Affairs  Bureau  develops  arms  control 
policy,  strategy,  and  tactics,  and  provides  organizational 
support,  delegation  staffing,  and  Washington 
backstopping  for  multilateral  arms  control  negotiations 
and  related  activities 

Nuclear  Testing  Policy  Division  (MA/NTP) 

The  Nuclear  Testing  Policy  Division  is  responsible  for 
interagency  backstopping  for  the  multilateral 
negotiations  leading  to  a  comprehensive  nuclear  test  ban 
treaty.  It  also  covers  any  related  bilateral  activities, 
international  conferences  or  consultations  which  relate  to 
nuclear  testing  and  existing  constraints  on  tests, 
including: 

■  the  1963  Limited  Test  Ban  Treaty; 

■  the  1974  Threshold  Test  Ban  Treaty; 

■  the  1976  Peaceful  Nuclear  Explosions  Treaty. 

The  Division  provides  delegation  members  and 
support  for  any  related  efforts. 

European  Security  Negotiations  Division 
(MA/ESN) 

The  European  Security  Negotiations  Division  prepares 
ACDA  guidance  for  European  security  negotiations  in 
Vienna  and  elsewhere.   It  participates  in  the 
backstopping  and  facilitation  of  treaty  implementation 
through  the  Joint  Consultative  Group  of  the 
Conventional  Armed  Forces  in  Europe  Treaty  and  the 
Open  Skies  Consultative  Commission.  This  division 
supports  Conference  on  Security  and  Cooperation  in 
Europe  efforts  to  increase/maintain  stability  in  Europe, 
including: 

■  implementation  of  Confidence-  and  Security- 
Building  Measures; 

■  in  the  Forum  for  Security  Cooperation; 

■  by  organizing  and  conducting  the  Annual 
Implementation  Assessment  Meetings. 

The  European  Security  Negotiations  Division  provides 
delegation  staffing  for  these  negotiations,  and  consults 
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and  coordinates  with  allied  and  other  foreign 
governments  on  multilateral  arms  control  issues. 


Scientific  and  Technological  Policy  Division 
(MA/STP) 

The  Scientific  and  Technological  Policy  Division  is 
the  ACDA  center  for  the  control  of  chemical  and 
biological  weapons.  This  division  directs  interagency 
backstopping  for  CB W  issues,  develops  and  coordinates 
guidance,  and  provides  delegation  staffing  for 
negotiations  and  meetings  related  to  these  issues, 
including: 

■  the  Chemical  Weapons  Convention; 

■  the  Biological  Weapons  Convention; 

■  the  U.S. -Russian  Wyoming  Memorandum  of 
Understanding; 

■  the  Bilateral  Destruction  Agreement  negotia- 
tions; 

■  the  Trilateral  Biological  Weapons  and  other 
CBW  negotiations. 

International  Security  Affairs  Division 
(MA/ISA) 

The  International  Security  Affairs  division  is 
responsible  for  policy  guidance  for  U.S.  delegations  to 
various  multinational  arms  control  conferences  and 
meetings.  Principal  among  these  are  the  Conference  on 
Disarmament  in  Geneva,  the  U.N.  First  Committee 
which  deals  with  arms  control  and  security  issues,  and 
the  U.N.  Disarmament  Commission. 

This  division  provides  policy  guidance  by  chairing  the 
Washington  interagency  backstopping  group)  and  staff 
for  U.S.  delegations  to  periodic  conferences  to  review 
the  operation  of  numerous  multilateral  arms  control 
treaties,  including: 

■  international  experts'  meetings  on  multilateral 
outer  space  arms  control; 

■  international  experts'  meetings  on  transparency 
in  armaments; 

■  the  Environmental  Modification  Convention 
Review  Conference; 

■  the  Seabed  Arms  Control  Treaty  Review 
Conference; 

■  the  Limited  Test  Ban  Treaty  Amendment 
Conference. 
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STRATEGIC  AND  EURASIAN  AFFAIRS 
BUREAU  (SEA) 

The  Bureau  of  Strategic  and  Eurasian  Affairs  is 
ACDA's  center  for  nuclear  arms  control  and 
disarmament  with  nations  of  the  former  Soviet  Union. 
This  includes: 

■  implementation  of  existing  strategic  and  theater 
nuclear  arms  control  agreements  (START, 
START  n.  and  the  INF  Treaty); 

■  negotiation  and  implementation  of  future 
nuclear  arms  control  agreements; 

■  implementation  of  the  ABM  Treaty; 

■  negotiations  concerning  theater  and  strategic 
ballistic  missile  defense; 

■  negotiation  and  implementation  of  agreements 
on  the  safety,  security,  and  dismantlement  (SSD) 
of  the  nuclear  weapons  of  the  FSU; 

■  assistance  with  conversion  of  the  former  FSU 
defense  industry  to  civilian  purposes; 

■  helping  to  ensure  that  the  U.S.  Government 
coordinates  its  approach  to  issues  that  overlap 
the  SSD  and  START  regimes. 

Strategic  Negotiations  and  Implementation 
Division  (SEA/SN) 

The  Strategic  Negotiations  and  Implementation 
Division  is  the  ACDA  center  for  control  of  long-range 
and  intermediate-range  delivery  systems.  It  supports  and 
chairs: 

■  the  Backstopping  Committee  for  the  Joint 
Compliance  and  Inspection  Commission  on 
START  implementation; 

■  the  Backstopping  Committee  for  the  Special 
Verification  Commission  Subgroup  on  INF 
Treaty  implementation; 

■  expects  to  support  and  chair  the  Backstopping 
Committee  for  the  Bilateral  Implementation 
Commission  on  START  II  implementation  upon 
entry  into  force  of  the  START  II  Treaty. 

This  Division  also  leads  ACDA  participation  in 
interagency  ratification  efforts  for  the  START  II  Treaty 
through  representation  on  the  Treaty  Working  Group. 
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Strategic  Transition  Division  (SEA/ST) 


The  Strategic  Transition  Division  deals  with 
elimination  of  nuclear  warheads  in  the  former  Soviet 
Union,  with  NATO  nuclear  weapons  policy  including  the 
no  first  use  issue  and  tactical  nuclear  weapons  issues. 

This  division  provides  policy  input  and  analytical  and 
negotiating  support  to: 

■  the  Safety,  Security,  and  Dismantlement  (SSD) 
Coordinating  Group; 

■  SSD  Delegation  meetings  with  Belarus, 
Kazakhstan,  Russia,  and  Ukraine; 

■  meetings  of  NATO's  High  Level  Group  on 
nuclear  policy  issues. 

ST's  involvement  in  SSD  has  expanded  considerably 
since  its  initiation  in  1991,  as  the  focus  of  arms  control 
in  general  has  shifted  from  bilateral,  U.S.-Soviet  issues 
to,  in  this  case,  direct  negotiations  with  successor  states 
of  the  FSU  on  weapons  safety,  dismantlement,  and 
nonproliferation  concerns  involving  each  of  them. 


Theater  and  Strategic  Defenses  Division 
(SEA/D) 

The  Theater  and  Strategic  Defenses  Division  is 
ACDA's  center  for: 

■  implementation  of  the  ABM  Treaty; 

■  future  limits  on  defensive  forces; 

■  examination  of  the  relationships  between 
strategic  offensive  and  defensive  forces; 

■  anti-satellite  weapon  arms  control  issues. 

This  Division  supports  and  chairs  the  Backstopping 
Committee  for  the  Standing  Consultative  Commission. 
During  the  past  year,  in  that  capacity  the  Division  led  the 
Administration' s  preparations  for  the  fourth  five-year 
Review  of  the  ABM  Treaty  as  well  as  two  sessions  of  the 
Standing  Consultative  Commission.  SEA/D  provides 
representatives  and  support  staff  for  these  negotiations. 

Defense  Conversion  Division  (SEA/DC) 

The  Defense  Conversion  Division  is  responsible  for 
development,  negotiation,  and  implementation  of 
defense  industry  conversion  policies  and  programs, 
principally  with  states  of  the  former  Soviet  Union. 
Particular  attention  has  been  given  to  the  development  of 
entrepreneurial  training  workshops  for  FSU  nuclear 
weapons  scientists  and  managers,  described  on  page  9. 
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This  Division  is  ACDA's  center  for  participation  in  the 
U.S. -Russian  Commission  on  Defense  Industry 
Conversion. 

The  Division  also  is  expanding  its  contacts  with  the 
Chinese  government  regarding  its  defense  conversion 
program. 


INTELLIGENCE,  VERIFICATION,  AND 
INFORMATION  SUPPORT  BUREAU 
(IVI) 

This  bureau  provides  expert  analysis  and  support  to  the 
Agency  with  respect  to  the  full  panoply  of  arms  control 
intelligence,  verification,  and  compliance  issues.  It  is 
responsible  for  preparing  all  computer-based  arms 
control  analysis  and  data  bases  as  well  as  managing  the 
Agency's  computer  and  telecommunications  assets.  It 
oversees  ACDA's  external  research  budget,  and 
coordinates  all  arms  control  research  funded  by  other 
U.S.  Government  agencies. 

Verification  and  Compuance  Division  (IVI/VC) 

The  Verification  and  Compliance  Division  provides 
analytical  and  technical  expertise  in  four  principal  areas: 

■  developing  measures  and  techniques  for 
verification  of  arms  control  agreements  under 
negotiation; 

■  implementation  of  verification  measures 
incorporated  in  arms  control  agreements  now  in 
force; 

■  assessment  of  the  compliance  of  other  countries 
with  arms  control  agreements; 

■  presentation  of  verification -related  issues  to 
other  U.S.  Government  agencies.  Congress  and 
the  public. 

Verification  and  Compliance  Division  participation  in 
the  development  and  assessment  of  verification  methods 
includes  preparing  papers  for  the  interagency  community 
that  address  issues  related  to  U.S.  verification 
capabilities  and  requirements.  The  Division  provides 
experts  to  participate  in  mock  and  actual  inspection 
exercises,  offers  "lessons  learned"  from  U.S.  experience 
in  implementing  previous  agreements,  and  coordinates 
with  the  On-Site  Inspection  Agency  on  logistics.  The 
Division  drafts,  with  interagency  coordination,  the 
President's  annual  Report  to  Congress  on  Adherence  to 
and  Compliance  with  Arms  Control  Agreements,  as  well 
as  the  formal  reports,  required  by  Section  37  of  the 
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ACDA  Act,  evaluating  U.S.  ability  to  verify  the 
provisions  of  specific  agreements. 


Intelligence  Resources  Division  (IVI/IR) 

The  Intelligence  Resources  Division: 

■  provides  current  intelligence  to  the  Director  and 
his  senior  staff  on  a  daily  basis; 

■  represents  ACDA  to  and  within  the  United 
States  Intelligence  Community; 

■  participates  in  Intelligence  Community  produc- 
tion committees  and  other  bodies,  providing  an 
interface  between  the  intelligence  producer  and 
the  policy-making  consumer, 

■  states  ACDA's  formal  requirements  for  intelli- 
gence collection,  analysis,  and  reporting; 

■  acts  as  repository  and  distribution  agent  for 
Intelligence  Community  information  on  arms 
control,  nonproliferation,  and  disarmament; 

■  ensures  that  ACDA  is  aware  of  all  intelligence 
data  relevant  to  arms  control,  nonproliferation, 
and  djannmneat. 

Inteujgence  and  Research  Analysis  Division 
(M/RA) 

The  Intelligence  Research  and  Analysis  Division: 

■  provides  in-depth  intelligence  support  and 
analysis  for  the  Director  and  Bureaus; 

■  IRA  conducts  focused  research  into  arms 
control  and  proliferation  issues; 

■  prepares  intelligence  briefs  and  reports; 

■  requests  specialized  reporting  and  analysis  from 
the  Intelligence  Community. 

The  Division  is  staffed  by  four  analysts  and  a 
supervisor  detailed  from  the  Intelligence  Community. 
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Operations  Analysis  and  Information 
Management  Office  (I VI/OI) 

The  Office  of  Operations  Analysis  and  Information 
Management  provides  research  support  for  arms  control 
and  proliferation  issues,  and  is  responsible  for  computer 
support  to  the  Agency.  OI  is  divided  into  four  sections: 

■  The  Operations  Analysis  Section  produces 
quantitative  analytical  studies  in  support  of 
ACD A  bureaus  and  offices,  develops  computer 
software  for  the  Agency,  supports  ACDA's  role 
as  the  government  coordinator  of  arms  control 
research,  and  prepares  the  Annual  Report  to 
Congress  on  Arms  Control  Research; 

■  the  Economic  Analysis  Section  supports  defense 
conversion,  transparency  in  armaments,  and 
economic  aid  analysis,  and  is  responsible  for 
preparing  the  Annual  Report  to  Congress  on 
World  Military  Expenditures  and  Arms  Transfers 
(WMEAT), 

■  the  Information  Management  Section  develops 
information  management  systems  for  the 
Agency  and  the  Government  arms  control 
community; 

■  the  Computer  Operations  Section  provides 
computer  operations  support  for  all  ACDA  sites. 

NONPROUFERATION  POLICY  AND 
REGIONAL  ARMS  CONTROL  BUREAU 
(NP) 

The  mission  of  ACDA's  Bureau  of  Nonproliferation 
and  Regional  Anns  Control  (NP)  is  to  develop  and 
implement  policies  in  support  of: 

■  the  nonproliferation  of  nuclear,  chemical,  and 
biological  weapons  and  their  missile  delivery 
systems; 

■  controls  on  international  transfers  of  conven- 
tional arms  and  dual-use  technology; 

■  a  sound  and  efficient  system  of  export  controls 
for  U.S.  products; 

■  commercial  space  policy  issues; 

■  regional  arms  control  initiatives  designed  to 
reduce  tension,  promote  or  maintain  peace,  and 
remove  incentives  for  arms  races  or  develop- 
ment of  weapons  of  mass  destruction  and  the 
means  to  deliver  them. 
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In  1993,  the  Bureau  was  reorganized  to  better  address 
future  challenges  to  nonproliferation.  A  new  division 
was  created  to  deal  with  the  extension  of  the  Treaty  on 
the  Non- Proliferation  of  Nuclear  Weapons.  The  existing 
International  Nuclear  Affairs  Division  and  Weapons  and 
Technology  Control  Division  assumed  responsibility  for 
ACDA's  expanded  efforts  in  regional  arms  control. 


International  Nuclear  Affairs  Division 
(NP/INA) 

This  Division  provides  advice,  assessments,  and  policy 
recommendations  on  the  international  relations  aspects 
of  nuclear  nonproliferation,  including: 

■  the  Treaty  of  Tlatelolco  and  other  nuclear 
weapon  free  zones; 

■  the  International  Atomic  Energy  Agency 
(IAEA); 

■  cooperation  among  nuclear  supplier  countries, 
especially  multilateral  export  controls,  including 
the  Nuclear  Suppliers  Group  and  the  Zangger 
Committee; 

■  U.S.  agreements  for  civil  nuclear  cooperation; 

■  regional  arms  control  approaches  to  reducing 
incentives  for  proliferation; 

■  preparing  the  unclassified  Nuclear  Proliferation 
Assessment  Statement  that  is  required  by  law 
for  each  proposed  agreement  for  peaceful 
nuclear  cooperation; 

■  providing  the  President  with  ACDA  views  on 
U.S.  nuclear  export  control  issues. 

Nuclear  Safeguards  and  Technology  Division 
(NP/NST) 

This  Division: 

provides  technical  advice  and  policy  recommendations 
on  nuclear  proliferation  issues  including  the  IAEA 
safeguards  system,  nuclear  fuel  cycle,  and  the 
technological  aspects  of  nuclear  nonproliferation; 

■  develops  safeguards  concepts; 

■  monitors  and  seeks  to  strengthen  the  IAEA 
safeguards  system; 

■  holds  bilateral  consultations  on  these  matters 
with  experts  abroad; 
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■  develops  safeguards  and  other  technical  con- 
cepts related  to  the  Administration's  nonprolif- 
eration  initiatives; 

■  participates  in  guiding  the  U.S.  Program  of 
Technical  Assistance  for  IAEA  Safeguards  and 
recruiting/training  of  U.S.  nationals  for  service 
at  the  IAEA; 

■  makes  recommendations  on  new  safeguards 
agreements,  and  on  U.S.  assistance  to  IAEA 
technical  cooperation  efforts; 

■  monitors  and  helps  guide  the  IAEA's  program 
of  technical  assistance; 

■  assesses  the  safeguards  and  nonproliferation 
implications  of  emerging  technologies; 

■  assists  in  the  implementation  of  nonproliferation 
initiatives  including  spent  fuel  storage. 

The  Nuciear  Non-Prouferation  Treaty  Division 
(NP/NPT) 

ACDA  is  the  U.S.  Government's  lead  agency  for  the 
NPT.  Because  of  the  NPTs  vital  contribution  to  U.S. 
and  international  security,  ACDA  created  a  new  division 
within  the  Nonproliferation  Bureau  to  support  the 
indefinite  extension  of  the  NPT  in  1995    This  Division: 

■  develops,  coordinates,  and  implements  U.S. 
Government  policy  on  all  NPT  matters; 

■  provides  advice,  assessments  and  policy 
recommendations  on  all  aspects  of  the  NPT; 

■  initiates  or  participates  extensively  in  NPT 
diplomacy  with  other  Treaty  Parties; 

■  monitors  international  and  multilateral  develop- 
ments relating  to  the  NPT; 

■  provides  leadership  for  NPT  related  meetings 
and  conferences,  and  in  the  promulgation  of 
U.S.  Government  views  with  regard  to  the  NPT. 

Weapons  and  Technology  Control  Division 
(NP/WTC) 

Unlike  the  other  three  Divisions,  WTC  does  not  focus 
on  nuclear  weapons.  The  Weapons  and  Technology 
Control  Division  deals  with  proliferation  of  chemical 
and  biological  weapons,  missile  delivery  systems, 
conventional  armaments,  and  dual-use  technology 
transfer,  and  regional  arms  control  efforts  involving 
these  capabilities.  This  Division: 
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■  contributes  to  missile,  chemical,  and  biological 
weapons  nonproliferation  efforts  including  the 
multilateral  Missile  Technology  Control  Regime 
(MTCR)  and  the  Australia  Group; 

■  assesses  the  arms  control  implications  of 
proposed  arms  and  technology  transfers; 

■  represents  ACDA  in  the  preparation  of  the 
Administration's  annual  security  assistance 
programs; 

■  develops  policy  initiatives  in  related  areas 
including  advanced  weapons  and  space  launch 
vehicle  technology  controls; 

■  develops  and  supports  regional  security  and 
arms  control  initiatives; 

■  represents  ACDA  in  arms  and  dual-use  technol- 
ogy transfer,  and  export  control  policy  develop- 
ment; 

■  provides  the  ACDA  member  of  the  National 
Disclosure  Policy  Committee. 

OFFICE  OF  THE  GENERAL  COUNSEL 

(GO 

The  Office  of  the  General  Counsel  is  responsible  for 
all  matters  of  domestic  and  international  law  relevant  to 
the  work  of  the  Agency.  The  Office  is  particularly 
involved  in  the  drafting  and  negotiating  of  arms  control 
treaties  and  agreements,  and  their  ratification, 
implementation,  interpretation,  review  and  revision. 
An  attorney  from  the  Office  serves  as  the  Legal  Adviser 
to  each  U.S.  arms  control  delegation  led  by  ACDA  or  led 
by  any  other  U.S.  Government  agency.  Particular 
negotiations  in  which  ACDA  attorneys  have  most 
recently  played  a  significant  role  included  those  on: 

■  Safety,  Security  and  Dismantlement; 

■  Chemical  Weapons; 

■  Peaceful  Nuclear  Cooperation  with  EURATOM. 

Office  attorneys  also  serve  as  Legal  Adviser  to  U.S. 
delegations  to  conferences  reviewing  existing  arms 
control  agreements,  including  the  1992  Review 
Conference  of  the  Environmental  Modification 
Convention  and  the  ABM  Treaty  Review,  and  to  U.S. 
delegations  at  sessions  of  several  implementing 
commissions,  including  the  Joint  Compliance  and 
Inspection  Commission  (START  implementation),  the 
Joint  Consultative  Group  (CFE  implementation),  the 
Standing  Consultative  Commission  (ABM 
implementation),  the  Special  Verification  Commission 
(INF  implementation),  the  Bilateral  Consultative 
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Commission  (TTBT  implementation),  and  the 
Preparatory  Commission  for  the  Organization  for  the 
Prohibition  of  Chemical  Weapons  (preparation  for  CWC 
implementation).  The  Office  is  also  responsible  for  all 
legal  aspects  of  the  nonproliferation  responsibilities  of 
the  Agency.  During  the  past  year,  attorneys  from  the 
Office  played  a  central  role  in  the  ratification  of  the 
Open  Skies  Treaty  and  the  submission  of  the  Chemical 
Weapons  Convention  to  the  Senate  for  its  advice  and 
consent  to  ratification. 

In  addition,  the  Office  of  the  General  Counsel  handles 
all  legal  matters  relating  to  arms  control  policy 
formulation  and  ACDA  legislative  programs,  including 
the  drafting,  application  and  interpretation  of  such 
legislation.  The  Office  carries  out  liaison  as  required 
with  the  Legislative  Reference  Division  of  the  Office  of 
Management  and  Budget.  As  counsel  to  the  Director, 
the  Office  handles  all  legal  aspects  of  Agency  policies 
and  operations  in  the  areas  of  personnel,  ethics,  security, 
patents.  Freedom  of  Information  Act  (FOIA),  contracts, 
procurement,  and  fiscal  and  other  administrative  matters. 


OFFICE  OF  PUBLIC  INFORMATION 
(PI) 

The  Office  of  Public  Information  informs  the  public 
about  past  and  current  arms  control  and  nonproliferation 
issues  and  associated  U.S.  policies. 

Publications  and  Media  Division 

Public  Information  's  Publications  and  Media  Division 
produces  a  range  of  materials,  including  press  releases, 
fact  sheets,  brochures,  ACDA  News,  News  Roundup, 
Special  Edition,  reports,  compendiums  of  treaties  and 
agreements,  historical  documents,  ACDA  Newsletter, 
Current  Articles,  and  a  journal.  Studies  in  Arms  Control 
and  Nonproliferation.  It  also  handles  press  contacts  and 
the  ACDA  Speakers  Bureau. 

This  division  of  PI  fills  thousands  of  information 
requests  each  year.  Responding  to  this  ever  increasing 
demand,  we  recently  established  a  toll-free  number  for 
publications  requests  and  inaugurated  an  Electronic 
Bulletin  Board. 
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Pubuc  Diplomacy  Division 


The  Public  Diplomacy  Division  provides  substantive 
and  administrative  support,  under  the  aegis  of  National 
Security  Council,  for  the  Public  Diplomacy  Interagency 
Working  Group,  which  the  Director  of  PI  chairs.  This 
division  also  coordinates  ACDA  public  diplomacy 
activities,  drafts  and  produces  public  diplomacy 
materials,  promotes  and  coordinates  outreach  activities 
to  nongovernmental  organizations  and  academe,  and  sets 
up  conferences  and  seminars. 


OFFICE  OF  CONGRESSIONAL 
AFFAIRS  (OCA) 

The  ACDA  Office  of  Congressional  Affairs  is  the 
Executive  Branch's  central  agency  to  support  the 
ratification  of  arms  control  treaties  and  agreements.  It 
responds  to  Congressional  interest  in  arms  control  by 
arranging  briefings,  seminars,  and  consultations  between 
ACDA  officials  and  legislators  or  their  staffs.  It 
coordinates  Congressional  travel  to  negotiating  fora,  and 
accompanies  legislators  and  staffs  on  travel.  It  advises 
the  Director  of  the  legislative  and  policy  implications  of 
all  arms  control  issues  and  proposals.  The  office 
coordinates  appearances  of  ACDA  officials  before 
Congressional  committees.  In  addition,  OCA  routinely 
distributes  informational  material  on  arms  control  issues 
to  legislators  and  their  staffs. 


OFFICE  OF  ADMINISTRATION  (A) 

The  Office  of  Administration  provides  full 
administrative  support  to  ACDA  and  all  of  its 
components,  including  the  negotiating  staffs  in  Geneva, 
Vienna,    and  The  Hague. 


Financial  Management  (A/FM) 

The  Financial  Management  Division  (A/FM)  is 
responsible  for  ACDA's  financial  operations  and  travel 
management.  This  includes  the  preparation,  submission, 
and  justification  of  the  Agency's  budget  proposals  to  the 
Office  of  Management  and  Budget  and  the  Congress, 
coordination  and  control  of  budget  execution,  and 
maintenance  of  accounting  and  travel  systems.  It  also 
includes  liaison  on  financial  matters  with  congressional 
committees,  with  the  Office  of  Management  and  Budget, 
and  with  other  agencies. 
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Personnel  (A/PER) 

The  Personnel  Division  manages  the  human  resources 
of  the  Agency  including  recruiting,  staffing,  position 
classification,  employee  relations,  employee  benefits, 
employee  development  and  training,  position 
management  and  resource  allocation.  A/PER  serves  as 
liaison  with  the  Office  of  Personnel  Management, 
General  Services  Administration,  Department  of  Labor, 
and  other  Federal  agencies  concerned  with  personnel 
matters. 


Contracts  (A/CON) 

The  Contracts  Division  manages  procurement  of 
ACDA's  contracted  goods  and  services.  It: 

■  provides  technical  advice  and  guidance  in 
planning  for  contracted  acquisitions  and 
development  of  procurement  requests; 

■  solicits  bids  and  offers,  awards  contracts,  grants, 
purchase  and  delivery  orders,  and  interagency 
agreements; 

■  performs  all  contract  administration,  settlement 
and  termination  actions. 


Arms  Control  and  Disarmament  Agency 
Communications  and  Services  (A/CS) 

The  Communications  and  Services  Division  is 
responsible  for  space  management  and  general 
housekeeping  and  maintenance  of  offices.  This  division 
requisitions  services,  equipment,  and  furniture.  It  serves 
as  ACDA's  agent  in  the  development  and 
implementation  of  the  ongoing  State  Department/ AC  DA/ 
ATD/GSA  renovation  project 

Geneva  Administration  (A/GEN) 

The  Geneva  Administration  Division  supports  the 
various  arms  control  delegations  conducting  meetings  in 
overseas  locations.    This  administrative  support  includes 
providing  office  space,  equipment,  transportation,  and 
conference  services.  This  division  works  closely  with 
the  Department  of  State  International  Organizations 
Mission  in  Geneva. 
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XI.  FELLOWSHIPS 


WILLIAM  C.  FOSTER  FELLOWS 
VISITING  SCHOLARS  PROGRAM 

This  ACDA  program  for  visiting  scholars  in  the  field 
of  arms  control  and  disarmament  was  established  by 
Congress  in  1983.  The  purpose  of  the  program  was 
designed  "to  give  specialists  in  the  physical  sciences  and 
other  disciplines  relevant  to  ACDA 's  activities  an 
opportunity  for  active  participation  in  the  arms  control 
and  disarmament  activities  of  the  Agency  and  to  gain, 
for  the  Agency,  the  perspective  and  expertise  such 
persons  can  offer. " 

Candidates  for  the  Fellowship,  who  must  be  tenured  or 
tenure-track  faculty  at  a  U.S.  college  or  university,  are 
chosen  by  a  board  chaired  by  the  current  Director  and 
composed  of  all  former  directors  of  ACDA.  ACDA 
began  this  program  by  competitively  seeking  up  to  six 
visiting  scholars  for  the  1984-85  academic  year,  and  this 
process  has  continued  each  subsequent  year.  In  honor  of 
the  first  director  of  ACDA  William  C.  Foster,  these 
visiting  scholars  are  known  as  William  C.  Foster 
Fellows.  Fellows  serving  in  ACDA  in  1993-94  are: 

Charles  Anderton,  PKD.,  College  of  the  Holy  Cross, 
assigned  to  ACDA's  Bureau  of  Strategic  and 
Eurasian  Affairs; 

Mary  Grizzard,  PKD.,  Latin  American  Institute/ 
University  of  New  Mexico,  assigned  to  ACDA's 
Bureau  of  Multilateral  Affairs; 

Peter  Pella,  Ph.D.,  Gettysburg  College,  assigned  to 
ACDA's  Bureau  of  Nonproliferation  Policy  and 
Regional  Arms  Control; 


Paul  Richards,  Ph.D.,  Lamont-Doherty  Geological 
Observatory/Columbia  University,  assigned  to 
ACDA's  Bureau  of  Intelligence,  Verification 
and  Information  Support; 

Raymond  Zilinskas,  PhD.,  Maryland  Biotechnical 
Institute/University  of  Maryland,  assigned  to 
ACDA's  Bureau  of  Intelligence,  Verification 
and  Information  Support 


HUBERT  H.  HUMPHREY  DOCTORAL 
FELLOWSHIPS  IN  ARMS  CONTROL 
AND  DISARMAMENT 

Hubert  H.  Humphrey  Doctoral  Fellowships  in  Arms 
Control  and  Disarmament,  designed  to  encourage 
specialized  training  and  research  in  arms  control,  are 
sponsored  by  ACDA  as  a  part  of  its  legislatively- 
mandated  responsibilities  for  the  conduct,  support  and 
coordination  of  arms  control  research.  Named  in  honor 
of  Senator  Hubert  H.  Humphrey,  a  strong  arms  control 
advocate,  these  grants  provide  tuition  assistance  and 
stipends  to  advanced  graduate  students  completing 
dissertations  on  arms  control  related  topics.  Candidates 
for  the  J.D.  degree  are  also  eligible  for  Humphrey 
Fellowships  during  their  third  year  of  study.    Candidate 
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applications,  including  abstracts  of  PhD  dissertation  or 
J.D.  thesis  topics,  are  reviewed  by  a  panel  of  academic 
consultants  and  by  a  selection  committee.  Sixteen 
rounds  of  competition  have  been  held  since  the  inception 
of  the  piogiani  in  1979,  and  a  total  of  73  awards  have 
been  made  to  date. 

The  following  students  received  Hubert  H.  Humphrey 
Fellowship  awards  for  the  1993-94  academic  year 

Ann  M  Florini,    University  of  California  at 
Los  Angeles 

Dissertation  Title:  "Transparency  and  Interna- 
tional Cooperation" 

David  J.  Karl,  University  of  Southern  California 
Dissertation  Title:  "Do  Nuclear  Weapons 
Really  Matter  and  How  Would  We  Know?:    A 
Comparative  fixajnjpatinn  of  Three  Non- 
Superpower  Strategic  Rfjaiinmihips" 


Arms  Control  and  Disarmament  Agency 
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APPENDIX  A:  ARMS  CONTROL  AND  RELATED  TREATIES 

AND  AGREEMENTS 


I.  NUCLEAR  WEAPONS  MEASURES 


Treaty  Banning  Nuclear  Weapon  Tests  In  the 
Atmosphere,  In  Outer  Space  and  Under  Water 
(Limited  Test  Ban  Treaty) 

Parties  to  the  Treaty  agree  not  to  conduct 
nuclear  weapon  tests,  or  any  other  nuclear 
explosion,  in  the  atmosphere,  beyond  atmo- 
spheric limits  including  outer  space,  or  under 
water.    Signed  August  5,  1963;  entered  into 
force  October  10,  1963. 

Treaty  tor  the  Prohibition  of  Nuclear  Weapons  In  Latin 
America  (Treaty  of  Tlatelolco) 

Obligates  Latin  American  Parties  not  to  acquire 
or  possess  nuclear  weapons,  nor  to  permit  the 
storage  or  deployment  of  nuclear  weapons  on 
their  territories  by  other  countries.  Signed 
February  14,  1967;  entered  into  force  April  22, 
1968. 


Additional  Protocol  I  to  the  Treaty  for  the  Prohibition  of 
Nuclear  Weapons  In  Latin  America 

Calls  on  nations  outside  the  Treaty  zone  to 
apply  its  denuclearization  provisions  to  the 
territories  in  the  zone  "for  which  de  jure  or  de 
facto  they  are  internationally  responsible." 
Signed  May  26,  1977;  ratified  by  the  United 
States  November  19,  1981. 


Additional  Protocol  II  to  the  Treaty  for  the  Prohibition 
of  Nuclear  Weapons  In  Latin  America 

Obligates  nuclear-weapon  states  to  respect  the 
denuclearized  status  of  the  zone;  not  to  contrib- 
ute to  acts  involving  violation  of  obligations  of 
the  Parties;  and  not  to  use  or  threaten  to  use 
nuclear  weapons  against  the  Latin  American 
Parties.  Signed  April  1,1968;  ratified  by  the 
United  States  May  8,1971. 


Agreement  of  17  February  1989  Between  the  United 
States  of  America  and  the  International  Atomic 
Energy  Agency  for  the  Application  of  Safeguards  In 
Connection  with  the  Treaty  for  the  Prohibition  of 
Nuclear  Weapons  In  Latin  America 

United  States  accepts  full-scope  safeguards  for 
its  territories  in  the  Treaty  area.  Signed  Febru- 
ary 17,1989;  entered  into  force    April  6,  1989. 


Treaty  on  the  Non- Proliferation  of  Nuclear  Weapons 

(Non-proliferation  Treaty) 

Designed  to  prevent  the  spread  of  nuclear 
weapons,  while  promoting  the  peaceful  uses  of 
nuclear  energy.  Signed       July  1,  1968;  entered 
into  force  March  5,  1970. 


Convention  on  the  Physical  Protection  of  Nuclear 
Material 

Designed  to  reduce  the  risk  of  theft  of  nuclear 
material.  Signed  March  3,  1980;  entered  into 
force  February  8,1987. 
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Agreement  Between  the  United  States  of  America 
and  the  tntemaHonal  Atomic  Energy  Agency  tor  the 
Application  of  Sateguards  In  the  United  States  (and 
Protocol  Thereto) 

Provides  for  the  application  of  IAEA  safeguards 
to  all  peaceful  nuclear  activities  in  designated 
nuclear  facilities  in  the  United  States.  Signed 
November  18,   1977;  entered  into  force  Decem- 
ber 9.  1980. 

Trooty  on  the  Prohibition  of  the  Emplacement  of 
Nucteor  Weapons  and  Othor  Weapons  of  Mass 
Destruction  on  the  Seated  and  mo  Ocean  Floor  and 
In  me  Subsoil  Thereof  (Seabed  Arms  Control  Treaty) 

Prohibits  nations  from  emplanting  or  crap  lacing 
on  the  seabed  or  ocean  floor  nuclear  or  other 
weapons  of  mass  destruction  or  facilities  for 
such  weapons.  Signed  February  11, 1971; 
entered  into  force  May  18,  1972. 

Agreement  on  Measures  to  Reduce  me  Risk  of 
Outbreak  of  Nuclear  War  Between  the  United  States 
of  America  and  me  Union  of  Soviet  Socialist  Republics 
("Accident  Measures'  Agreement) 

Requires  cooperation  to  reduce  the  risk  that  an 
accidental  or  unauthorized  action  might  trigger 
nuclear  disaster.  Signed  and  entered  into  force 
on  September  30,  1971. 

Common  Understanding  Related  to  Articles  2  and  S  of 
the  Agreement  on  Measures  to  Reduce  me  Risk  of 
Outbreak  of  Nuclear  War  Between  the  United  States 
of  America  and  me  Union  of  Soviet  Socialist  Republics 
of  September  30.  1971  (June  14,  1985) 

Clarifies  the  meaning  of  "unexplained  nuclear 
incidents"  found  in  Article  S  of  the  Agreement 
on  Measures  and  other  terms  found  in  Article  2. 


Interim  Agreement  Between  the  USA  and  USSR  on 
Certain  Measures  with  Respect  to  me  limitation  of 
Strategic  Offensive  Arms  (SALT  I  interim  Agreement) 

Freezes  existing  aggregate  levels  of  American 
and  Soviet  strategic  nuclear  missile  launchers 
and  submarines  until  an  agreement  on  more 
comprehensive  measures  can  be  reached. 
Signed  May  26,  1972;  entered  into  force 
October  3,  1972. 


Treaty  Between  the  USA  and  USSR  on  the  Limitation  of 
Anti- Ballistic  Missile  Systems  (ABM  Treaty) 

Provides  that  the  two  Parties  may  each  have 
only  two  ABM  system  deployment  areas,  so 
restricted  and  so  located  that  they  could  not 
provide  a  nationwide  ABM  defense  or  become 
the  basis  for  one.  Signed  May  26,  1972;  entered 
into  force  October  3,  1972. 


Protocol  Between  the  United  States  of  America  and 
the  Union  of  Soviet  Socialist  Republics  on  the 
limitation  of  Antl-BaUlstlc  Missile  Systems 

Limits  each  Party  to  a  single  ABM  system 
deployment  area.  Signed  July  3,  1974;  entered 
into  force  May  24.  1976. 


Protocol  on  Procedures  Governing  the  Replacement. 
DIsmantHng  or  Destruction,  and  Notification  Thereof, 
tor  ABM  Systems  and  Their  Components  (July  3,  1974) 

An  implementation  of  the  ABM  Treaty  that 
establishes  procedures  for  the  replacement  and 
dismantling  or  destruction  of  ABM  systems. 

Supplementary  Protocol  to  me  Protocol  on 
Procedures  Governing  Replacement,  Dismantling  or 
Destruction,  and  Notification  Thereof,  for  ABM  systems 
and  Their  Components  of  July  3. 1974  (October  26. 
1976).  (Inducing  the  Integral  Agreed  Statement 
Regarding  Section  III,  Paragraph  S) 

An  implementation  of  the  ABM  Treaty  that 
establishes  procedures  for  the  replacement, 
dismantling,  or  destruction  of  operational  ABM 
systems  and  for  the  exchange  of  ABM  system 
deployment  areas. 

Agreed  Statement  Regarding  Certain  Provisions  of 
Articles  II,  IV.  and  VI  of  the  Treaty  Between  the  United 
States  of  America  and  the  Union  of  Soviet  Sodattst 
Republics  on  the  limitation  of  Antl-Boflistlc  MissBe 
Systems  of  May  26,  1972,  and  the  UltUzatton  of  Air 
Defense  Radars  at  the  Test  Ranges  Referred  to  in 
Article  IV  of  that  Treaty  (November  1. 1978), 
(Including  the  Integral  Commissioners'  Identical 
Conformed  Statemenls  Read  at  the  Signing  of  the 
Agreed  Statement) 

Defines  test  ranges  within  the  meaning  of 
Article  IV  of  the  ABM  Treaty  on  the  basis  of 
the  presence  of  ABM  components  for  testing, 
identifies  the  current  test  ranges  for  each  side, 
and  sets  forth  procedures  of  notifying  the  other 
Party  when  a  new  test  range  is  established.  The 
Agreed  Statement  also  specifies  criteria  for 
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applying  the  term  "tested  in  an  ABM  mode"  as 
used  in  the  ABM  Treaty  to  ABM  interceptor 
missiles,  ABM  launchers,  and  ABM  radars. 
Finally,  the  Agreed  Statement  specifies  that  the 
ABM  Treaty  permits  air  defense  radars  located 
at  ABM  test  ranges  to  carry  out  air  defense 
functions,  but  to  avoid  ambiguous  situations  or 
misunderstandings,  provides  that  the  sides  will 
refrain  from  concurrent  testing  of  air  defense 
components  and  ABM  system  components  co- 
located  at  the  same  test  range,  and  that  air 
defense  radars  utilized  as  instrumentation 
equipment  will  not  be  used  to  make  measure- 
ments on  strategic  ballistic  missiles. 

Common  Understanding  Related  to  Paragraph  2  of 
Section  III  of  mo  Agreed  Statement  of  November  1, 
1976,  Regarding  Certain  Provisions  of  Articles  II,  IV. 
and  VI  of  the  Treaty  Between  me  United  States  of 
America  and  the  Union  of  Soviet  Socialist  Republics 
on  the  Limitation  of  Anti-Ballistic  Missile  Systems  of 
May  26. 1972.  and  the  Utilization  of  Air  Defense 
Radars  at  the  Test  Ranges  Referred  to  In  Article  IV  of 
that  Treaty  (June  6.  1965) 

Specifies  the  criteria  for  concurrent  operation  of 
ABM  components  and  air  defense  system 
components. 

Agreement  Between  the  United  States  of  America 
and  the  Union  of  Soviet  Socialist  Republics  on  the 
Prevention  of  Nuclear  War 

Commits  the  two  nations  to  make  the  removal 
of  the  danger  of  nuclear  war  and  of  the  use  of 
nuclear  weapons  an  "objective  of  their  poli- 
cies." Signed  and  entered  into  force  on  June  22, 
1973. 

Treaty  Between  the  USA  and  USSR  on  the  Limitation  of 
Underground  Nuclear  Weapons  Tests  (Threshold  Test 
Ban  Treaty) 

Prohibits  underground  nuclear  weapon  tests  of 
more  than  ISO  kilotons.  Signed  July  3,  1974; 
entered  into  force  December  11,  1990. 


Treaty  Between  the  USA  and  USSR  on  Underground 
Nuclear  Explosions  tor  Peaceful  Purposes  (PNE  Treaty) 

Governs  all  underground  nuclear  explosions 
carried  out  at  locations  outside  U.S.  and  Soviet 
weapon  test  sites  specified  under  the  Threshold 
Test  Ban  Treaty  and  limits  any  individual 
nuclear  explosion  to  150  kilotons.  Signed  May 
28,  1976;  entered  into  force  December  11, 
1990. 
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Treaty  Between  the  USA  and  USSR  on  the  limitation  of 
Strategic  Offensive  Arms  (SALT  II  Treaty) 

A  Treaty  to  replace  the  SALT  I  Interim  Agree- 
ment (which  expired  in  October  1977)  with  one, 
lasting  through  1985,  which  would  provide 
broader  scope  and  more  detailed  constraints  on 
U.S  .and  Soviet  strategic  offensive  arms.  Signed 
June  18,  1979;  the  Treaty  was  not  ratified. 

Agreement  Between  me  United  States  of  America 
and  the  Union  of  Soviet  Socialist  Republics  on  the 
Establishment  of  Nuclear  Risk  Reduction  Centers 

Establishes  a  Nuclear  Risk  Reduction  Center  in 
each  nation's  capital  as  well  as  a  special 
facsimile  communications  link  between  the 
Centers  to  reduce  the  risk  of  nuclear  war. 
Signed  and  entered  into  force  September  15, 
1987. 


Treaty  Between  the  United  States  of  America  and  the 
Union  of  Soviet  Socialist  Republics  on  the  Elimination 
of  Their  Intermediate- Range  and  Shorter-Range 
Missiles  (INF  Treaty) 

U.S.  and  the  Soviet  Union  agree  to  eliminate 
and  ban  all  ground-launched  ballistic  and  cruise 
missiles  with  a  range  capability  of  between  300 
and  3400  miles  (500  and  5,500  km).  Signed 
December  8,  1987;  entered  into  force  June  1, 
1988. 


Exchange  of  Diplomatic  Notes  Between  the  United 
States  of  America  and  the  Union  of  Soviet  Socialist 
Republics  on  the  Term,  "Weapons  Delivery  Vehicle." 
The  Exchange  of  Notes  was  done  In  Geneva  May  11- 
12,  1986 

Defines  "weapon  delivery  vehicle"  used  in 
Article  II  of  the  Treaty.  Made  part  of  the  Treaty 
by  the  U.S.  Senate  and  the  exchange  of  notes 
upon  entry  into  force  of  the  INF  Treaty.  Entered 
into  force  June  1,  1988. 


Agreed  Minute  of  May  12.  1968 

Adds  a  number  of  understandings,  chiefly 
concerning  the  conduct  of  inspections.  Made 
part  of  the  Treaty  by  the  Senate  and  the  ex- 
change of  notes  upon  entry  into  force  of  the  INF 
Treaty.  Entered  into  force  June  1,  1988. 
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Agreed  Statement  Between  the  Government  of  the 
United  States  of  America  and  the  Union  of  Soviet 

Socialist  Republic* 

Establishes  rules  concerning  the  application  of 
Treaty  inspection  procedures  at  the  U.S. 
continuous  monitoring  inspection  site  at 
Volkinsk,  Russia.  Signed  and  entered  into  force 
December  8,  1988. 


Memorandum  of  Understanding  Between  me 
Government  of  the  United  States  of  America  and  the 
Government  of  the  Union  of  Soviet  Socialist  Republics 
Regarding  Procedures  for  the  Operation  of  the 
Special  Verification  Commission 

Establishes  procedures  for  the  operation  of  the 
Commission  established  by  Article  XIII  of  the 
INF  Treaty.  Signed  and  entered  into  force 
December  20.  1988. 


Agreed  Statement  Between  the  Government  of  the 
United  States  of  America  and  the  Government  of  the 
Union  of  Soviet  Socialist  Republics 

Establishes  rules  concerning  application  of 
Treaty  inspection  procedures  in  connection  with 
the  INF  Treaty  at  the  U.S.S.R.'s  continuous 
monitoring  inspection  site  at  Magna,  Utah. 
Signed  and  entered  into  force  June  9,  1989. 

Memorandum  of  Agreement  Between  the 
Government  of  the  United  States  of  America  and  the 
Government  of  the  Union  of  Soviet  Socialist  Republics 
Regarding  the  Implementation  of  the  Verification 
Provisions  of  the  Treaty  on  the  Elimination  of  Their 
Intermediate-Range  and  Shorter-Range  Missiles 

Contains  implementation  arrangements,  lists  of 
inspection  equipment  and  procedures  for  its  use. 
Signed  and  entered  into  force  December  21. 
1989. 


Amendment  I  to  the  Memorandum  of  Agreement 
Regarding  the  Implementation  of  the  Verification 
Provisions  of  the  Treaty  Between  the  United  States  of 
America  and  the  Union  of  Soviet  Socialist  Republics 
on  the  Elimination  of  Their  Intermediate-Range  and 
Shorter-Range  Missiles  of  December  21.  1969 

Contains  a  technical  description  of  the  system 
for  measuring  the  length  and  diameter  of  the 
second  stage  of  the  SS-2S  missile  and  proce- 
dures for  its  use  to  implement  paragraph  14  (c) 
of  Section  DC  of  the  INF  Treaty's  Inspection 
Protocol.  Signed  and  entered  into  force  April  4, 
1991. 


Arms  Control  and  Disarmament  Agency 

Amendment  II  to  the  Memorandum  of  Agreement 
Regarding  the  Implementation  of  the  Verification 
Provisions  of  the  Treaty  Between  the  United  States  of 
America  and  the  Union  of  Soviet  Socialist  Republics 
on  the  Elimination  of  their  Intermealate-Range  and 
Shorter-Range  Missiles  of  December  21.  1969 

Permits  U.S.  and  USSR  inspectors  conducting 
INF  inspections  to  use  personal  dosimeters  for 
the  purpose  of  personal  health  monitoring. 
Signed  and  entered  into  force  April  4,  1991. 


Amendment  III  to  the  Memorandum  of  Agreement 
Regarding  the  Implementation  of  the  Verification 
Provisions  of  the  Treaty  Between  the  United  States  of 
America  and  the  Union  of  Soviet  Socialist  Republics 
on  the  Elimination  of  Their  Intermediate-Range  and 
Shorter-Range  Missiles  of  December  21.  1969 

Establishes  principles  and  procedures  for 
settlement  of  INF  Treaty  expenses  related  to  the 
conduct  of  inspections  pursuant  to  the  Treaty. 
Signed  and  entered  into  force  December  11, 
1991. 


Amendment  IV  to  the  Memorandum  of  Agreement 
Regarding  the  Implementation  of  the  Verification 
Provisions  of  the  Treaty  Between  the  Union  of  Soviet 
Socialist  Republics  and  the  United  States  of  America 
on  the  Elimination  of  Their  Intermediate -Range  and 
Shorter-Range  Missiles  of  December  21.  1969 

Establishes  procedures  for  updating  diplomatic 
clearance  numbers  and  flight  routes  for  INF 
inspection  airplanes.  Signed  and  entered  into 
force  December  11,  1991. 


Agreement  Between  the  United  States  of  America 
and  the  Union  of  Soviet  Socialist  Republics  on 
Notification*  of  Launches  of  Intercontinental  Ballistic 
Missiles  and  Submarine  Launched  Ballistic  Missiles 

Obligates  each  Party  to  notify  the  other  no  less 
than  24  hours  in  advance,  of  the  planned  date, 
launch  area,  and  area  of  impact  for  any  planned 
launch  of  an  ICBM  or  SLBM.  Signed  and 
entered  into  force  May  31,  1988. 


Protocol  to  the  Threshold  Test  Bon  Treaty  with  the 
Union  of  Soviet  Socialist  Republics 

Provides  for  additional  verification  provisions. 
Signed  on  June  1,  1990  and  entered  into  force 
on  December  11,  1990. 
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Protocol  to  the  Peaceful  Nuclear  Explosions  Treaty 
with  the  Union  of  Soviet  Socialist  Republics 

Provides  for  additional  verification  provisions. 
Signed  on  June  1,  1990  and  entered  into  force 
on  December  1,  1990. 


Treaty  Between  the  United  States  ot  America  and  the 
Union  of  Soviet  Socialist  Republics  on  the  Reduction 
and  Limitation  of  Strategic  Offensive  Arms  (START) 

Establishes  significantly  reduced  limits  for 
intercontinental  ballistic  missiles  and  their 
associated  launchers  and  warheads;  submarine 
launched  ballistic  missile  launchers  and  war- 
heads; and  heavy  bombers  and  their  armaments 
including  long-range  nuclear  air  launched  cruise 
missiles.  Signed  July  31,  1991;  Senate  con- 
sented to  ratification  on  October  1,  1992;  has 
not  yet  entered  into  force. 

Protocol  to  the  Treaty  Between  the  United  States  of 
America  and  the  Union  of  Soviet  Socialist  Republics 
on  the  Reduction  and  Limitation  of  Strategic 
Offensive  Arms  (Lisbon  START  Protocol) 

Enables  implementation  of  the  START  Treaty  in 
the  new  international  situation  following  the 
dissolution  of  the  Soviet  Union.  The  protocol 
constitutes  an  amendment  to  and  is  an  integral 
part  of  the  START  Treaty  and  provides  for 
Belarus,  Kazakhstan,  Russia,  and  Ukraine  to 
succeed  to  the  Soviet  Union's  obligations  under 
the  Treaty.  Also,  Belarus,  Kazakhstan,  and 
Ukraine  commit  themselves  to  accede  to  the 
NPT  as  non-nuclear-weapon  states  in  the 
shortest  possible  time.  In  accompanying  letters 
they  commit  themselves  to  eliminate  all  nuclear 
weapons  from  their  territory  within  seven  years. 
Signed  May  23,  1992.  The  U.S.  Senate  con- 
sented to  ratification  on  October  1,  1992; 
Belarus,  Kazakhstan,  Russia  have  ratified,  with 
Belarus  and  Kazakhstan  acceding  to  the  Non- 
proliferation  Treaty;  final  Ukrainian  action 
pending. 

Joint  Statement  on  Korean  Nuclear  Non- Proliferation 

Russia  and  the  United  States  call  for  the  full 
implementation  of  the  North-South  Joint 
Declaration  on  the  Denuclearization  of  the  Korean 
Peninsula;  dated  June  17,  1992. 
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Agreement  Between  the  United  Stales  of  America 
and  the  Russian  Federation  Concerning  the  Safe  and 
Secure  Transportation,  storage  and  Destruction  of 
Weapons  and  Prevention  of  WeaponsProllferatlon 

The  United  States  agrees  to  assist  the  Russian 
Federation  in  destroying  its  nuclear,  chemical, 
and  other  weapons;  provide  safe  and  secure 
transportation  and  storage  of  such  weapons  in 
connection  with  their  destruction;  and  establish 
additional  verifiable  measures  against  the 
proliferation  of  such  weapons.   Signed  and  took 
effect  June  17,  1992. 

Agreement  Between  the  United  States  of  America 
and  the  Russian  Federation  Concerning  the 
Disposition  of  Highly  Enriched  Uranium  Resulting  from 
the  Dismantlement  of  Nuclear  Weapons  In  Russia 

Parties  agree  to  convert  as  soon  as  practicable 
highly  enriched  uranium  (HEU)  resulting  from 
dismantlement  of  Russian  nuclear  weapons  into 
low  enriched  uranium  (LEU)  for  fuel  in  com- 
mercial nuclear  reactors,  and  to  establish 
appropriate  measures  to  fulfill  the  non-prolifera- 
tion, physical  security,  material  accounting  and 
control,  and  environmental  requirements  with 
respect  to  HEU  and  LEU  subject  to  the  agree- 
ment Signed  and  entered  into  force  on  Febru- 
ary 18,  1993. 

Agreement  Between  The  United  Stores  of  America 
and  the  Republic  of  Belarus  Concerning  Emergency 
Response  and  the  Prevention  of  Proliferation  of 
Weapons  of  Mass  Destruction 

The  United  States  agrees  to  assist  the  Republic 
of  Belarus  in  responding  to  emergencies  related 
to  removing  nuclear  weapons  and  nuclear 
weapons  delivery  systems  from  Belarus  for 
destruction  and  in  preventing  the  proliferation 
of  weapons  of  mass  destruction.  Signed  and 
took  effect  October  22,  1992. 

Treaty  Between  the  United  States  of  America  and  the 
Russian  Federation  on  Further  Reduction  and 
Limitation  of  Strategic  Offensive  Arms  (START  10 

Treaty  between  the  United  States  of  America 
and  the  Russian  Federation  which  further 
reduces  strategic  offensive  arms  by  eliminating 
all  MLRVed  ICBMs  (including  all  "heavy" 
ICBMs)  and  reducing  the  overall  total  of 
warheads  for  each  side  to  between  3000  and 
3500.  Signed  January  3,  1993;  will  enter  into 
force  following  ratification  by  the  U.S.  and 
Russia  and  entry  into  force  of  the  START 
Treaty. 
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Agreement  between  the  United  States  of  America 
and  Ukraine  concerning  assistance  to  Ukraine  In  the 
elimination  of  strategic  nuclear  arms,  and  the 
prevention  of  proliferation  of  weapons  of  mass 
destruction 

The  United  States  agrees  to  assist  Ukraine  in 
the  elimination  of  strategic  nuclear  arms  located 
in  Ukraine;  assist  and  cooperate  in  the  establish- 
ment of  measures  against  the  proliferation  of 
nuclear  weapons  from  Ukraine,  to  include  the 
technology  and  expertise  related  to  such 
weapons;  and  the  expansion  of  emergency 
response  capabilities  in  connection  of  the 
removal  of  nuclear  warheads  from  Ukraine  for 
destruction  and  the  elimination  of  strategic 
nuclear  arms.  Signed  on  October  25,  1993;  will 
take  effect  when  both  Parties  exchange  diplo- 
matic notes  confirming  the  completion  by  each 
Party  of  all  applicable  procedures  required  for 
the  entry  into  force  of  this  agreement  (The 
United  States  provided  such  a  note  to  Ukraine 
on  December  4,  1993;  as  of  December  14,  the 
U.S.  was  awaiting  Ukraine's  response.) 

Agreement  between  the  United  States  of  America 
and  the  Republic  of  Kazakhstan  concerning  the 
destruction  of  silo  launchers  of  Interconttnental 
ballistic  missiles,  emergency  response,  and  the 
prevention  of  proliferation  of  nuclear  weapons 

The  United  States  agrees  to  assist  the  Republic 
of  Kazakhstan  in  the  destruction  of  ICBM  silo 
launchers,  and  other  activities  related  to  the 
destruction  of  strategic  offensive  arms  located 
in  Kazakhstan;  assist  in  the  establishment  of 
verifiable  measures  against  the  proliferation  of 
nuclear  weapons  from  Kazakhstan,  to  include 
the  technology,  expertise  and  materials  related 
to  such  weapons;  and  the  expansion  of  emer- 
gency response  capabilities  in  connection  with 
the  removal  of  nuclear  weapons  from 
Kazakhstan  for  destruction;  and  other  assistance 
related  to  the  destruction  of  strategic  offensive 
arms  located  in  Kazakhstan.  Signed  and  took 
effect  on  December  13,  1993. 
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II.  CHEMICAL  AND  BIOLOGICAL 
WEAPONS  MEASURES 


Protocol  for  the  Prohibition  of  the  Use  In  War  of 
Asphyxiating.  Poisonous  or  Other  Gases,  and 
Bacteriological  Methods  of  Warfare  (The  Geneva 
Protocol) 

Restates  the  prohibition  of  the  1919  Versailles 
and  1922  Washington  Treaties  against  the  use  of 
poisonous  gases,  and  adds  a  ban  on  bacteriologi- 
cal warfare.  Signed  June  17,  192S;  entered  into 
force  February  8,  1928. 

Convention  on  the  Prohibition  of  the  Development, 
Production  and  Stockpiling  of  Bacteriological 
(Biological)  and  Toxin  Weapons  and  on  Their 
Destruction  (Biological  Weapons  Convention) 

Parties  to  the  Convention  undertake  not  to 
develop,  produce,  stockpile,  or  acquire  biologi- 
cal agents  or  toxins  "of  types  and  in  quantities 
that  have  no  justification  for  prophylactic, 
protective,  and  other  peaceful  purposes,"  as  well 
as  related  weapons  and  means  of  delivery. 
Signed  April  10,  1972;  entered  into  force  March 
26,  1975. 


Memorandum  of  Understanding  Between  the 
Government  of  the  United  Stares  of  America  and  the 
Government  of  the  Union  of  Soviet  Socialist  Republics 
Regarding  a  Bilateral  Verification  Experiment  and 
Data  Exchange  Related  to  Prohibition  of  Chemical 
Weapons 

Early  data  exchange  and  visits  designed  to 
facilitate  the  negotiation,  signature  and  ratifica- 
tion of  a  global  ban  on  chemical  weapons. 
Signed  and  entered  into  force  September  23, 
1989. 


U.S.-U.S.S.R.  Chemical  Weapons  Destruction 
Agreement 

Calls  for  the  destruction  of  the  vast  bulk  of  the 
U.S.  and  Soviet  declared  chemical  weapons 
stockpiles,  with  on-site  inspection  to  determine 
that  destruction  has  taken  place.  Signed  on  June 
1,  1990;  agreement  has  not  yet  entered  into 
force. 
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Convention  on  the  Prohibition  of  the  Development, 
Production,  Stockpiling  and  Uw  of  Chemical 
Weapon*  and  on  their  Destruction  (CWC) 

An  agreement  drafted  by  the  39  nations  of  the 
Conference  on  Disarmament  to  ban  chemical 
weapons  worldwide.  Forwarded  to  the  United 
Nations  on  September  7,  1992  and  endorsed  by 
consensus,  with  145  cosponsor,  on  November 
30,  1992.  The  CWC  was  opened  for  signature 
in  Paris  on  January  13,  1993  .  It  will  enter  into 
force  180  days  after  deposit  of  the  65th  instru- 
ment of  ratification,  but  no  earlier  than  two 
years  after  its  opening  for  signature. 

III.  MISSILE  AND  SPACE  WEAPON 
MEASURES 


Treaty  on  Principles  Governing  the  Activities  of  States 
In  the  Exploration  and  Use  of  Outer  Space,  Including 
the  Moon  and  Other  Celestial  Bodies  (Outer  Space 
Treaty) 

Parties  to  the  Treaty  undertake  not  to  place  in 
orbit  around  the  Earth,  install  on  the  moon  or 
any  other  celestial  body,  or  otherwise  station  in 
outer  space,  nuclear  or  any  other  kinds  of 
weapons  of  mass  destruction.  Signed  January 
27,  1967;  entered  into  force  October  10,  1967. 

Missile  Technology  Control  Regime  (MTCR) 

Agreement  between  the  United  States  and  its  G- 
7  (Economic  Summit)  allies  (Canada,  France, 
Germany,  Italy,  United  Kingdom,  and  Japan), 
announced  on  April  16,  1987,  designed  as  a 
multilateral  mechanism  to  control  the  export  of 
missile-related  technologies. 

IV.  CONVENTIONAL  WEAPONS 
MEASURES 


Treaty  on  Conventional  Armed  Forces  In  Europe  (CFE 
Treaty) 

Reduces  and  sets  ceilings  from  the  Atlantic  to 
the  Urals  on  key  armaments  essential  for 
conducting  surprise  attack  and  initiating  large 
scale  offensive  operations    Signed  by  the  34 
NATO  and  Warsaw  Pact  states  November  19, 
1990;  applied  provisionally  July  17,  1992. 
Entered  into  force  November  9,  1992 
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Final  Document  of  the  Extraordinary  Conference  of 
the  States  Parties  to  the  Treaty  on  Conventional 
Armed  Forces  In  Europe  (Oslo  Final  Document) 

Enables  implementation  of  the  CFE  Treaty  in 
the  new  international  situation  following  the 
dissolution  of  the  Warsaw  Pact  and  the  Soviet 
Union.  Notes  the  May  15,  1992  Agreement  in 
Tashkent  among  the  states  successors  of  the 
U.S.S.R.  on  the  principles  and  procedures  for 
implementing  the  CFE  Treaty.  Signed  and 
entered  into  force  June  5,  1992. 


Concluding  Act  of  the  Negotiations  on  Personnel 
Strength  of  Conventional  Armed  Forces  In  Europe 
(CFE  1A) 

CFE  states-Parties  declare  national  limits  on  the 
personnel  strength  of  their  conventional  armed 
forces  in  the  Atlantic  to  the  Urals  area.  Signed 
July  10.  1992;  entered  into  force  July  17,  1992. 

V.  REGIONAL  ARMS  CONTROL 

The  Antarctic  Treaty 

Internationalizes  and  demilitarizes  the  Antarctic 
Continent  and  provides  for  its  cooperative 
exploration  and  future  use.  Signed  December  1, 
1959;  entered  into  force  June  23,  1961. 

See  also ,  Treaty  for  the  Prohibition  of  Nuclear 
Weapons  in  Latin  America  (Treaty  of 
Tlatelolco),  signed  February  14,  1967  (and 
related  protocols  and  agreements). 

Concluding  Document  of  the  Conference  on  Security 
and  Cooperation  In  Europe  (CSCE)  (Helsinki  Final  Act) 

U.S.,  Soviet  Union  and  33  other  nations  sign  a 
document  which  provides  for  notification  of 
major  military  maneuvers  involving  more  than 
25,000  troops  and  other  confidence-building 
measures.  Signed  and  entered  into  force  August 
1.  1975. 


Document  of  the  Stockholm  Conference  on 
Confidence-  and  Security-Building  Measures  and 
Disarmament  in  Europe  (Stockholm  Document) 

Contains  a  set  of  six  concrete  and  mutually 
complementary  CSBMs,  including  mandatory 
ground  or  aerial  inspection  of  military  activities, 
that  improved  upon  those  contained  in  the 
Helsinki  Final  Act.  Adopted  September  19, 
1986;  entered  into  force  January  1,  1987. 
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Treaty  on  the  Final  Settlement  wtttt  Respect  to 
Germany  (2  Plus  4  Treaty) 

Reunifies  East  and  West  Germany  and  places 
limits  on  location  of  military  forces.  Signed  by 
the  United  States,  the  United  Kingdom,  the 
Soviet  Union,  France,  the  Federal  Republic  of 
Germany  and  the  German  Democratic  Republic 
on  September  12, 1990;  entered  into  force 
October  3,  1990. 


Vienna  Document  1990  of  the  Negotiations  on 
Confidence  -  and  Security  -  Building  Measures 
Convened  In  Accordance  wtrh  the  Relevant 
Provisions  of  the  Concluding  Document  of  the  Vienna 
Meeting  of  the  Conference  on  Security  and 
Cooperation  In  Europe 

Incorporates  Stockholm  Document  of  1986. 
Adds  measures  related  to  transparency  about 
military  forces  and  activities,  improved 
communications  and  contacts,  and  verification. 
Adopted  November  17,  1990;  entered  into  force 
January  1,  1991. 

See  also  page  23,  Treaty  on  Conventional 
Armed  Forces  in  Europe  (CFE  Treaty),  signed 
November  19,  1990,  under  section  on  Control- 
ling Conventional  Weapons. 


Vienna  Document  1992  of  the  Negotiations  on 
Confidence-  and  Security  Building  Measures 
Convened  In  Accordance  with  the  Relevant 
Provisions  of  the  Concluding  Document  of  the  Vienna 
Meeting  of  the  Conference  on  Security  and 
Cooperation  In  Europe 

Incorporates  the  Vienna  Document  1990. 
Added  further  measures  related  to  transparency 
regarding  military  forces  and  activities,  and 
constraints  on  military  activities.  Expands  the 
zone  of  application  for  CSBMs  to  include  the 
territory  of  U.S.S.R.  successor  states  which 
were  beyond  the  traditional  zone  in  Europe  (i.e., 
all  of  Kazakhstan,  Kyrgyzstan,  Tajikistan, 
Turkmenistan  and  Uzbekistan).  Adopted  March 
4,  1992;  entered  into  force  May  1.  1992. 
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Treaty  on  Open  Skies 

Commits  States  Parties  in  Eurasia  and  North 
America  to  open  their  airspace,  on  a  reciprocal 
basis,  permitting  the  overflight  of  their  territory 
by  unarmed  observation  aircraft  in  order  to 
strengthen  confidence  and  transparency  with 
respect  to  their  military  activities.  Signed  and 
applied  provisionally  March  24,  1992;  ratified 
by  the  United  States  November  2,  1993;  has  not 
yet  entered  into  force. 


VI.  CONFIDENCE-BUILDING 
MEASURES  (CBMS) 


Memorandum  of  Understanding  Between  the  United 
States  of  America  and  the  Union  of  Soviet  Socialist 
Republics  Regarding  the  Establishment  of  A  Direct 
Communications  link  ("Hot  line"  Agreement) 

Assures  quick  and  reliable  communications 
between  the  heads  of  governments  of  the 
nuclear  superpowers.  Signed  and  entered  into 
force  June  20,  1963. 


Agreement  Between  the  United  Stares  of  America 
and  the  Union  of  Soviet  Sodatot  Republics  on 
Measures  to  Improve  the  USA-USSR  Direct 
Communications  Link  \  Hot  Line"  Modernization 
Agreement) 

Establishes  two  satellite  communications 
circuits,  with  multiple  terminals  in  each  country. 
Signed  and  entered  into  force  on  September  30, 
1971. 


Agreement  Between  the  United  Stales  of  America 
and  the  Union  of  Soviet  Socialist  Republics  to  Expand 
the  Direct  Communications  link 

Adds  a  facsimile  transmission  capability  to  the 
"Hot  Line."  Signed  and  entered  into  force  July 
17,  1984. 


Agreement  Between  the  United  States  of  America 
and  the  Union  of  Soviet  Socialist  Republics  Modttying 
the  Memorandum  of  Understanding  of  June  20,  1963 
Regarding  the  Establishment  of  a  Direct 
Communications  Link 

Further  improves  the  Direct  Communications 
Link  by  integrating  advanced  facsimile  capabili- 
ties. Notes  exchanged  and  entered  into  force 
June  24,  1988. 
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Agreement  Between  the  Untied  Stales  of  America 
and  the  Union  of  Soviet  Socialist  Republics  on  tho 
Prevention  of  Incidents  On  and  Over  tho  High  Seas 

Cooperation  to  reduce  the  risk  of  naval  conflict 
due  to  accident,  miscalculation,  or  the  failure  of 
communication.  Signed  and  entered  into  force 
on  May  25,  1972. 

see  also.  Agreement  Between  the  United  States 
of  America  and  the  Union  of  Soviet  Socialist 
Republics  on  the  Prevention  of  Nuclear  War 
see  also.  Agreement  Between  the  United  States 
of  America  and  the  Union  of  Soviet  Socialist 
Republics  on  the  Establishment  of  Nuclear  Risk 
Reduction  Centers,  signed  September  IS,  1987. 

Agreement  on  tho  Prevention  of  Dangerous  Military 
Activities 

Cooperative  procedures  to  prevent  and  resolve 
peacetime  incidents  between  the  armed  forces 
of  the  U.S.  and  U.S.S.R..  Signed  June  12.  1989. 
entered  into  force  January  1,  1990. 


Agreement  Between  the  Government  of  the  Union  of 
Soviet  Socialist  Republics  and  the  Government  of  the 
United  Stales  of  America  on  Reciprocal  Advance 
Notification  of  Major  Strategic  Exercises 

A  confidence -building  measure  requiring 
notification  of  any  major  strategic  exercise 
which  includes  heavy  bomber  aircraft.  Signed 
September  23,  1989;  entered  into  force  January 
1,1990. 

see  also,  Vienna  Document  1990  of  the  Negotia- 
tions on  Confidence-  and  Security-Building 
Measures; 

see  also,  Vienna  Document  1992,  adopted 
March  4,  1992; 

see  also.  Treaty  on  Open  Skies,  Signed  March 
24.  1992. 
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Convention  on  the  Prohibition  of  Military  or  Any  Other 
Hostile  Use  of  Environmental  ModMcanen  Techniques 

Prohibits  military  or  any  other  environmental 
modification  techniques  having  widespread, 
longlasting  and  severe  effects  as  the  means  of 
destruction,  damage,  or  injury  to  any  other  State 
Party.  Signed  May  18,  1977;  entered  into  force 
October  5,  1978. 

Joint  Russian-American  Declaration  on  Defense 
Conversion 

The  United  States  and  the  Russian  Federation 
declare  their  intention  to  devote  priority  to 
cooperation  in  advancing  defense  conversion; 
dated  June  17,1992. 

Memorandum  on  Cooperation  In  the  Held  of  Defense 
Conversion 

The  United  States  and  the  Russian  Federation 
reaffirm  their  commitment  to  cooperation  in 
defense  conversion  and  identify  six  examples  of 
mutually  beneficial  cooperative  activities;  dated 
December  16,  1993. 
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APPENDIX  B:  ACDA  PUBLICATIONS 


The  following  publications  may  be  obtained  free  of 
charge  from: 

OFFICE  OF  PUBUC  INFORMATION 
U.S.  ARMS  CONTROL  AND 
DISARMAMENT  AGENCY  (ACDA) 
320  2 1ST  STREET,  N.W., 
WASHINGTON,  D.C.  20451. 
FAX  (202)  647-6928. 


For  further  information,  call  Wanda  Cooper  at  1-800- 
581-ACDA 


ARTICLES/NEWS  ITEMS 

ACDA  News  (Daily  compilation  of  news  items) 

ACDA  News  Roundup  (Chronology  of  media 
reports  on  a  single  issue) 

ACDA  News  Special  Edition  (Bi-weekly  compila- 
tion of  journal  articles) 

Current  Articles  of  Interest  (Bibliography  of  articles 
published  monthly) 

ACDA/ARMS  CONTROL 

ACDA  Legislation  Pending  in  Congress 
ACDA's  Mission 


Acronyms:  Glossary  of  Anns  Control  and  Nonprolif- 
eration  Acronyms 

Arms  Control  and  ACDA  in  the  Post  Cold  War 
World  (FACT  SHEET.  June  1993) 

Arms  Control  and  Disarmament  Agreements:  Texts 
and  Histories  of  the  Negotiations  (1990  edition) 

Chronology  of  Arms  Control  and  Related  Treaties 
and  Agreements  Including  Confidence-  and 
Security-Building  Measures,  and  Measures 
Related  to  Transparency.  Non-Proliferauon  and 
Defense  Conversion,  When  Signed  and  When 
Entered  Into  Force  (FACT  SHEET.  February  1, 
1993) 

Confirmation  Hearing  for  Director  Designate  of  the 
United  States  Arms  Control  and  Disarmament 
Agency  (PRESS  RELEASE,  October  28,  1993) 

Opening  Statement  by  Senator  Pell  on  the  Nomina- 
tion of  John  D.  Holum  to  be  Director  of  the  U.S. 
Arms  Control  and  Disarmament  Agency 
(OFFICIAL  TEXT,  October  28.  1993) 

President  Names  Holum  to  Head  ACDA  (OFFICIAL 
TEXT.  October  6.  1993) 

Report  to  Congress  on  Arms  Control  and  Disarma- 
ment Studies  Completed  in  1992  (June  22. 1993) 

Senate  Confirm;.  John  Holum  as  Director  of  the 
United  States  Arms  Control  and  Disarmament 
Agency  (PRESS  RELEASE.  November  22. 
1993) 

United  States  Anns  Control  and  Disarmament 
Agency  Annual  Report  to  the  Congress  1992 
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U.S.  Arms  Control  and  Disarmament  Agency  30th 
Anniversary  (PRESS  RELEASE.  September  20, 
1991) 

ADDRESSES,  SPEECHES  AND  STATEMENTS 

Address  by  Dr.  Edward  J.  Lacey.  Acting  Assistant 
Director,  Bureau  of  Verification  and  Implemen- 
tation. United  States  Arms  Control  and  Disar- 
mament Agency  to  the  Fall  Meeting  of  the 
Biological  and  Biotechnology  Section  of  the 
Pharmaceutical  Manufacturers  Association, 
Baltimore,  Maryland  (September  29,  1992) 

Address  by  Michael  D.  Rosenthal,  Division  Chief 
for  International  Nuclear  Affairs  Nonprolifera- 
tion  Policy  Bureau,  United  States  Arms  Control 
and  Disarmament  Agency  Before  the  American 
Nuclear  Society,  San  Diego,  California  (OFFI- 
CIAL TEXT,  June  21.  1993) 

Conference  on  Disarmament:  U.S.  Plenary  Speech 
by  Ambassador  Stephen  Ledogar  (OFFICIAL 
TEXT,  July  23,  1992) 

Joint  Statement  of  the  Democratic  People's  Republic 
of  Korea  and  the  United  States  of  America 
(New  York,  June  11,  1993)  (FACT  SHEET. 
June  22.  1993) 

Joint  Statement  on  CFE  (OFFICIAL  TEXT.  June  1. 
1990) 

Joint  Statement  on  Nonproliferation  (OFFICIAL 
TEXT.  June  4.  1990) 

Joint  Statement  on  the  Treaty  on  Strategic  Offensive 
Arms  (OFFICIAL  TEXT,  June  1,  1990) 

Remarks  by  Secretary  of  State  Lawrence  S. 
Eagleburger  Upon  Signing  the  Chemical 
Weapons  Convention  Paris,  France  (January  13, 
1993) 

Remarks  by  the  President  to  CSCE  Conference, 
Helsinki  (July  9,  1992) 

"Some  Personal  Observations  on  Proliferation  in  the 
1990s,"  Keynote  Address  by  Thomas  Graham, 
Jr.,  Acting  Director  U.S.  Arms  Control  and 
Disarmament  Agency  to  the  AFCEA  Seminar 
on  Mobilizing  the  U.S.  Counterproliferation 
Effort— May  24-25.  1993  (PRESS  RELEASE. 
June  7,  1993) 

Statement  by  John  D.  Holum,  Director  Designate 
U.S.  Arms  Control  and  Disarmament  Agency 
Committee  on  Foreign  Relations  United  States 
Senate  (OFFICIAL  TEXT,  October  28,  1993) 
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Statement  by  Press  Secretary  Fitzwater  on  the  Treaty 
of  Conventional  Armed  Forces  in  Europe 
(FACT  SHEET,  July  10.  1992) 

Statement  by  Secretary  of  State  James  A.  Baker,  II! 
at  the  Signing  of  the  START  Protocol — Lisbon, 
Portugal  (May  23,  1992) 

Statement  by  the  President  Concerning  Talks 
Between  the  U.S.  and  North  Korea  in  New 
York  on  the  Nonproliferation  Treaty  (OFFICIAL 
TEXT,  June  11,  1993) 

Statement  by  the  President  on  the  Chemical  Weap- 
ons Convention  (OFFICIAL  TEXT,  January  13, 
1993) 

Statement  by  the  President  on  the  New  Chemical 
Weapons  Initiative  (OFFICIAL  TEXT,  May  13, 
1991) 

Statement  by  the  Press  Secretary,  Lehman  Paper  - 
Concluding  the  Chemical  Weapon  Convention 
(FACT  SHEET.  August  13,  1992) 

Statement  by  the  Press  Secretary  on  Senate's 

Resolution  of  Advice  and  Consent  to  Ratifica- 
tion of  the  CFE  Treaty  (November  25,  1991) 

Statement  by  the  Press  Secretary  on  the  Open  Skies 
Treaty  (ISSUES  BRIEF,  August  7,  1993) 

Statement  by  the  Press  Secretary  on  the  U.S. 

Instrument  of  Ratification  of  the  Treaty  on  Open 
Skies  (OFFICIAL  TEXT,  November  3,  1993) 

Statement  by  the  Press  Secretary  on  U.S.  Support  for 
the  Chemical  Weapons  Convention  Completed 
at  the  Conference  on  Disarmament  in  Geneva 
(FACT  SHEET,  August  13,  1992) 

Statement  by  Thomas  Graham,  Jr.,  Acting  Director 
U.S.  Arms  Control  and  Disarmament  Agency 
Before  the  Defense  Base  Closure  and  Realign- 
ment Commission  (OFFICIAL  TEXT,  April  5, 
1993) 

Statement  by  Thomas  Graham,  Jr.,  Acting  Director 
U.S.  Arms  Control  and  Disarmament  Agency 
Before  the  House  Appropriations  Committee 
Subcommittee  on  Commerce,  Justice,  State,  the 
Judiciary  and  Related  Agencies  on  the  Review 
of  the  Future  Role  of  ACDA  (OFFICIAL  TEXT. 
March  17.  1993) 

Statement  by  Thomas  Graham.  Jr.,  Acting  Director 
U.S.  Arms  Control  and  Disarmament  Agency 
Before  the  Senate  Committee  on  Foreign 
Relations  (OFFICIAL  TEXT.  March  11.  1993) 
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Statement  by  Thomas  Graham,  Jr.,  Acting  Director 
U.S.  Arms  Control  and  Disarmament  Agency 
Before  the  Senate  Foreign  Relations  Committee 
on  the  Second  Strategic  Arms  Reduction  Treaty 
Statement  for  the  Record  (OFFICIAL  TEXT, 
May  18.  1993) 

Statement  by  Thomas  Graham,  Jr.,  Acting  Director 
U.S.  Arms  Control  and  Disarmament  Agency  to 
the  First  Committee  of  the  48th  Session  of  the 
United  Nations  General  Assembly  in  General 
Debate  (OFFICIAL  TEXT,  October  19,  1993) 

Statement  of  Sherman  M.  Funk  Inspector  General  of 
the  Department  of  State  and  the  Arms  Control 
and  Disarmament  Agency  Before  the  Subcom- 
mittee on  Commerce,  Justice,  State,  the  Judi- 
ciary, and  Related  Agencies  Committee  on 
Appropriations  House  of  Representatives 
(March  30,  1993) 

ANTI-BALLISTIC  MISSILE  TREATY 

Defense  and  Space  Talks  (ISSUES  BRIEF,  Novem- 
ber 10.  1988) 

Five  Agreements  Between  the  U.S.  and  the  Former 
Soviet  Union  within  the  Standing  Consultative 
Commission  Now  Declassified  and  Released  to 
the  Public  (OFFICIAL  TEXT.  January  1993) 

Fourth  Review  of  the  Anti-Ballistic  Missile  (ABM) 
Treaty  Conducted  in  Geneva,  Switzerland 
(PRESS  RELEASE,  October  1.  1993) 

Joint  Communique:  Fourth  Review  of  the  Anti- 
Ballistic  Missile  (ABM)  Treaty  (OFFICIAL 
TEXT,  October  1,  1993) 

Soviet  Violation  of  the  1972  Anti-Ballistic  Missile 
(ABM)  Treaty:  The  Kraysnoyarsk  Radar 
(ISSUES  BRIEF,  August  24,  1988) 

Thule  and  Fylingdales  Ballistic  Missile  Early 
Warning  Radars  and  the  1972  Anti-Ballistic 
Missile  (ABM)  Treaty  (ISSUES  BRIEF.  August 
24,  1988) 

Traditional  Interpretation  of  Antiballistic  Missile 
Treaty  Endorsed  by  Clinton  Administration 
(PRESS  RELEASE,  July  14,  1993) 

Treaty  Between  the  United  States  of  America  and 
the  Union  of  Soviet  Socialist  Republics  on  the 
Limitation  of  Anti-Ballistic  Missile  System 
(OFFICIAL  TEXT) 

The  U.S.  and  Russia  Declassify  Five  Agreements 
from  the  Standing  Consultative  Commission 
(FACT  SHEET,  January  1993) 
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BIOLOGICAL  WEAPONS  CONVENTION 

The  Biological  Weapons  Convention  (FACT 
SHEET.  August  18.  1993) 

The  Biological  Weapons  Convention  Report  of  the 
AD  Hoc  Group  of  Governmental  Experts  (FACT 
SHEET.  November  23.  1993) 

Biological  Weapons  Convention  Review  Conference 
1991  (March  27,  1991) 

Executive  Order  12735:  Chemical  and  Biological 
Weapons  Proliferation  (OFFICIAL  TEXT, 
November  16,  1990) 

Final  Document:  Third  Review  Conference  of  the 
Parties  to  the  Convention  on  the  Prohibition  of 
the  Development,  Production  and  Stockpiling  of 
Bacteriological  (Biological)  and  Toxin  Weapons 
and  on  Their  Destruction  (Geneva,  9-27  Sep- 
tember 1991) 

Joint  U.S ./UK/Russian  Statement  on  Biological 
Weapons,  (Statement  by  Richard  Boucher,  U.S. 
Department  of  State,  September  14,  1992) 

Statement  by  the  President:  Biological  Weapons 
Anti-Terrorism  Act  of  1989  (The  White  House, 
May  22,  1990) 


CHEMICAL  WEAPONS 

Agreement  Between  the  United  States  and  the  Union 
of  Soviet  Socialist  Republics  on  Destruction  and 
Non-Production  of  Chemical  Weapons  and  on 
Measures  to  Facilitate  the  Multilateral  Conven- 
tion on  Banning  Chemical  Weapons  (OFFICIAL 
TEXT,  June  1, 1990) 

The  Australia  Group  (FACT  SHEET,  April  20,  1993) 

The  Australia  Group  (OCCASIONAL  PAPER,  May 
18,  1993) 

Australia  Group  Export  Controls  on  Materials  Used 
in  the  Manufacture  of  Chemical  and  Biological 
Weapons  Control  List  of  Dual-Use  Chemicals: 
Commercial  and  Military  Application  (FACT 
SHEET,  October  25.  1993) 

Australia  Group  List  of  Dual-Use  Chemicals  for 
Export  Control:  Commercial  and  Military 
Application  (FACT  SHEET.  May  20.  1993) 

Australia  Group  Meeting,  Australian  Embassy,  Paris 
2-10  June  1993  (FACT  SHEET,  July  28, 1993) 

Australia  Group  Meeting,  Australian  Embassy,  Paris 
7-10  (PRESS  RELEASE,  December  1992) 
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Chemical  Weapons  Anns  Control  Chronology  of 
Key  Events:  1925-1989  (ISSUES  BRIEF,  April 
1.  1992) 

The  Chemical  Weapons  Convention  (FACT  SHEET, 
January  5,  1993) 

Chemical  Weapons  Convention:  A  Balance  Between 
Obligations  and  the  Needs  of  States  Parties 
(OCCASIONAL  PAPER,  January  5,  1993) 

Chemical  Weapons  Convention  Signatories/Parties 
(FACT  SHEET,  October  22,  1993) 

Chemical  Weapons  Convention  Update  for  Industry 
(September  1993) 

Chemical  Weapons  Convention  Update  for  Industry, 
Vol.  2  (November  1993) 

Chemical  Weapons  Negotiations  at  the  Conference 
on  Disarmament  (FACT  SHEET,  August  13, 
1992) 

Chemical  Weapons  Negotiations:  Conference  on 
Disarmament  (ISSUES  BRIEF,  September  20, 
1989) 

Chemical  Weapons  (CW)  Proliferation  (ISSUES 
BRIEF,  September  20,  1989) 

Chronology  of  Events  Leading  to  the  Signing  of  the 
Chemical  Weapons  Convention  (FACT  SHEET, 
January  5,  1993) 

Convention  on  the  Prohibition  of  the  Development, 
Production,  Stockpiling  and  Use  of  Chemical 
Weapons  and  on  Their  Destruction  (October 
1993) 

Convention  on  the  Prohibition  of  the  Development, 
Production,  Stockpiling  and  Use  of  Chemical 
Weapons  and  on  Their  Destruction  (OFFICIAL 
TEXT,  November  30,  1992) 

Draft  Convention  on  the  Prohibition  of  the  Develop- 
ment Production,  Stockpiling  and  Use  of 
Chemical  Weapons  and  on  Their  Destruction 
(September  3,  1992) 

Executive  OrdeT  12735  Chemical  and  Biological 
Weapons  Proliferation  (OFFICIAL  TEXT, 
November  16,  1990) 

Fact  Sheet  on  Chemical  Weapons  Initiative  (FACT 
SHEET,  May  13,  1991) 

France  to  Host  Signing  Ceremony  for  Chemical 
Weapons  Convention  (PRESS  RELEASE, 
January  5,  1993) 
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Industry  Representatives  Meet  with  Government 
Experts  to  Discuss  Effects  on  Industry  of  the 
Chemical  Weapons  Convention  (PRESS 
RELEASE,  October  13,1993) 

Joint  U.S.-Soviet  Statement  on  Chemical  Weapons 
(OFFICIAL  TEXT,  February  10,  1990) 

Member  and  Observer  States  of  the  Conference  on 
Disarmament  (FACT  SHEET,  May  13,  1991) 

Memorandum  of  Understanding  Between  the 
Government  of  the  United  States  of  America 
and  the  Government  of  the  Union  of  Soviet 
Socialist  Republics  Regarding  a  Bilateral 
Verification  Experiment  and  Data  Exchange 
Related  to  Chemical  Weapons  (OFFICIAL 
TEXT,  September  23,  1989) 

Negotiations  on  Chemical  Weapons  (ISSUES 
BRIEF.  May  13,  1988) 

Organization  for  the  Prohibition  of  Chemical 
Weapons  (FACT  SHEET,  March  5,  1993) 

Ratification  and  Adherence  to  the  Chemical  Weap- 
ons Convention  (ISSUES  BRIEF,  September  28, 
1993) 

Report  of  the  Ad  Hoc  Committee  on  Chemical 

Weapons  to  the  Conference  on  Disarmament  on 
its  Work  During  the  Period  30  September  91  to 
20  January  92 

U.S.  Efforts  to  Ban  and  Destroy  Chemical  Weapons 
(ISSUES  BRIEF,  May  22,  1990) 

U.S.  Export  Control  Laws  Relating  to  Chemical 
Weapons  (ISSUES  BRIEF,  September  20,  1989) 

U.S.-Soviet  Memorandum  of  Understanding  on 
Chemical  Weapons  (ISSUES  BRIEF,  September 
23, 1989) 

U.S.-U.S.S.R.  Chemical  Weapons  Destruction 
Agreement  (FACT  SHEET,  June  1,  1990) 

White  House  Fact  Sheet  on  Chemical  Weapons 
Issues  (June  17,  1992) 

The  White  House  Office  of  the  Press  Secretary-To 
the  Senate  of  the  United  States:  Transmittal  of 
the  CWC  (OFFICIAL  TEXT,  November  23, 
1993) 

COMPLIANCE 

Adherence  to  and  Compliance  with  Agreements 
(June  24,  1992) 
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Adherence  to  and  Compliance  with  Anns  Control 
Agreements  and  the  President's  Report  to 
Congress  on  Soviet  Noncompliance  with  Arms 
Control  Agreements  (OFFICIAL  TEXT,  January 
14.  1993) 

Annual  Report  of  the  President  on  Non-Compliance 
(OFFICIAL  TEXT,  February  23,  1990) 

President's  Annual  Report  to  Congress  on  Adher- 
ence to  and  Compliance  with  Arms  Control 
Agreements  (OFFICIAL  TEXT,  October  7, 
1991) 

Report  on  Soviet  Compliance  with  the  Treaty  on 
Conventional  Forces  in  Europe  (OFFICIAL 
TEXT,  December  24. 1991) 

Report  to  Congress  on  Treaty  Compliance,  Pursuant 
to  Condition  7  of  the  START  Resolution  of 
Ratification  (March  31,  1993) 

Soviet  Noncompliance  with  Arms  Control  Agree- 
ments (March  30,  1992) 

Supplemental  Report  on  SS-23  Missiles  in  Europe 
(September  18,  1991) 

CONFIDENCE-  AND  SECURITY-BUILDING 
MEASURES 

Charter  of  Paris  for  a  New  Europe  (OFFICIAL 
TEXT.  November  21,  1990) 

Conference  on  Security  and  Cooperation  in  Europe, 
Helsinki  Document  1992,  The  Challenges  of 
Change — Approved  in  Helsinki,  Finland  on  July 
10,  1992  (OFFICIAL  TEXT) 

The  Military  Doctrine  Seminar  of  the  Vienna 
Negotiations  on  Confidence-  and  Security- 
Building  Measures  January  16-February  5,  1990 
(OCCASIONAL  PAPER) 

Text  of  CSBM  Vienna  Document  as  Adopted  on 
Saturday.  November  17,  1990  (OFFICIAL 
TEXT) 

The  Vienna  Document  (OFFICIAL  TEXT,  March  4, 
1992) 

The  Vienna  Negotiations  on  Confidence-  and 
Security-Building  Measures  Strengthening 
Stability  Through  Openness  (July  1990) 
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CONVENTIONAL  ARMED  FORCES  IN  EUROPE 

Agreement  to  the  Tashkent  Agreement  on  Principles 
and  Procedures  for  Implementing  the  Treaty  on 
Conventional  Forces  In  Europe  (May  IS,  1992) 

Brochure:  CFE  (November  16,  1990) 

CFE:  NATO  Tables  New  Proposals  (ISSUES 
BRIEF,  September  22,  1989) 

The  CFE  Treaty  and  CFE-1A  Agreement  (FACT 
SHEET,  July  10,  1992) 

CFE  Update:  New  NATO  Proposal  (October  5, 
1989) 

CFE  Update:  Soviet  Proposal  on  Aircraft  (June  8, 
1990) 

Concluding  Act  of  the  Negotiation  on  Personnel 
Strength  of  Conventional  Armed  Forces  in 
Europe  (July  10,  1992) 

Declaration  by  the  Government  of  the  Federal 

Republic  of  Germany  on  the  Personnel  Strength 
of  the  German  Armed  Forces  (OFFICIAL 
TEXT.  November  19.  1990) 

Declaration  of  the  States  Parties  to  the  Treaty  on 
Conventional  Armed  Forces  in  Europe  with 
Respect  to  Personnel  Strength  (OFFICIAL 
TEXT,  November  19,  1990) 

Declaration  of  the  States  Parties  to  the  Treaty  on 
Conventional  Armed  Forces  in  Europe  with 
Respect  to  Land  Based  Naval  Aircraft  (OFFI- 
CIAL TEXT,  November  19.  1990) 

Final  Document  of  the  Extraordinary  Conference  of 
the  States  Parties  to  the  Treaty  on  CFE  (Oslo 
Final  Document,  June  S,  1992) 

Joint  Declaration  of  the  Azerbaijan  Republic,  the 
Armenian  Republic,  the  Republics  of  Belarus, 
Kazakhstan  and  Moldava,  the  Russian  Federa- 
tion, Ukraine  and  the  Georgian  Republic  in 
Connection  with  the  Treaty  on  Conventional 
Armed  Forces  in  Europe  (Tashkent  Agreement, 
May  15,  1992) 

Joint  Declaration  of  Twenty-Two  States/Parties  to 
the  Treaty  of  Conventional  Armed  Forces  in 
Europe  (November  19,  1990) 

Open  Skies  Conference:  Communique  on  CFE  and 
CSCE  (OFFICIAL  TEXT,  February  13,  1990) 

Protocol  on  Conventional  Armaments  and  Equip- 
ment in  Categories  Limited  to  the  CFE  Treaty 
(May  15, 1992) 
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Protocol  to  the  Tashkent  Agreement  on  Maximum 
Levels  for  Holdings  of  Conventional  Arma- 
ments and  Equipment  (May  IS,  1992) 

Report  on  Soviet  Compliance  with  the  Treaty  on 
Conventional  Armed  Forces  in  Europe  (CPE) 
(OFFICIAL  TEXT.  December  24.  1991) 

Treaty  on  Conventional  Armed  Forces  in  Europe 

Treaty  on  Conventional  Armed  Forces  in  Europe 
(FACT  SHEET,  November  19,  1990) 

The  Treaty  on  Conventional  Armed  Forces  in 
Europe:  Chronology  (FACT  SHEET,  July  1. 
1991) 

The  Treaty  on  Conventional  Armed  Forces  in 
Europe:  Commitments  Related  to  the  Treaty 
(FACT  SHEET.  July  1. 1991) 

The  Treaty  of  Conventional  Armed  Forces  in 

Europe:  Elements  of  the  Treaty  (FACT  SHEET. 
July  1,  1991) 

The  Treaty  on  Conventional  Armed  Forces  in 
Europe:  Introduction  (FACT  SHEET,  July  1, 
1991) 

The  Treaty  on  Conventional  Armed  Forces  in 
Europe:  Verification  (FACT  SHEET,  July  1, 
1991) 

EXPORT  CONTROLS 

International  Export  Controls  (FACT  SHEET. 
October  IS.  1992) 

The  White  House  Office  of  the  Press  Secretary 
(Boston.  Mass.)  Export  Controls  for  Dual-Use 
Goods  and  Technologies,  May  24,  1991  (FACT 
SHEET.  June  3.  1991) 

INTERMEDIATE  RANGE  NUCLEAR  FORCES 

A  Brief  Guide  to  INF  On-Site  Inspections  (ISSUES 
BRIEF.  January  11.  1988) 

Chronology:  INF,  Intermediate  Nuclear  Forces, 
1977-1988(1988) 

INF  Treaty  Implementation  (ISSUES  BRIEF,  June  1. 
1989) 

INF  Treaty  Memorandum  of  Understanding  (IS- 
SUES BRIEF.  December  18.  1987) 

The  INF  Treaty:  What's  in  it?  (ISSUES  BRIEF. 
December  8.  1987) 
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INF  Verification  (ISSUES  BRIEF,  September  18, 
1987) 

Layman's  Glossary  to  Key  Terms  in  the  INF  Treaty 
(ISSUES  BRIEF.  February  23, 1988) 

MISCELLANEOUS 

Arms  Control  Issues  Briefs  From  the  Wyoming 
Ministerial  (ISSUES  BRIEF,  September  23. 
1989) 

Convention  on  the  Prohibition  of  Military  or  Any 
Other  Hostile  Use  of  Environmental  Modifica- 
tion Techniques  (FACT  SHEET.  September  17, 
1992) 

Joint  Statement  of  the  Moscow  Ministerial  (OFFI- 
CIAL TEXT,  February  10,  1990) 

Joint  Statement  of  the  Wyoming  Ministerial  (OFFI- 
CIAL TEXT,  September  23,  1989) 

Law  of  the  Sea.  Innocent  Passage  (ISSUES  BRIEF, 
September  23,  1989) 

London  Declaration  on  a  Transformed  North 

Atlantic  Alliance  (OFFICIAL  TEXT.  July  5-6. 
1990) 

Opening  of  George  C.  Marshall  European  Center  for 
Security  Studies  (PRESS  RELEASE,  June  3, 
1993) 

Report  to  the  Congress  on  Defense  Industry  Conver- 
sion (August  1990) 

Short  Range  Nuclear  Forces  (ISSUES  BRIEF.  May 
5.  1989) 

U.N.  Anns  Register  (April  29.  1993) 

United  Nations  General  Assembly  General  and 
Complete  Disarmament:  Transparency  in 
Armaments,  United  Nations  Register  of  Con- 
ventional Arms  Report  of  the  Secretary -General 
(October  11.  1993) 

United  States  Submits  its  Contribution  to  the  United 
Nations  Register  of  Conventional  Arms  (FACT 
SHEET.  June  15. 1993) 

U.S. -Japan  to  Cooperate  on  Arms  Control  Verifica- 
tion Research  (PRESS  RELEASE,  March  7, 
1990) 

White  House  Press  Release  Middle  East  Arms 

Control  Initiative  (FACT  SHEET,  June  3. 1991) 

World  Military  Expenditures  and  Anns  Transfers 
1990 
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MISSILE  TECHNOLOGY  CONTROL  REGIME 

The  Missile  Technology  Control  Regime  (MTCR) 
(FACT  SHEET,  December  20,  1991) 

The  Missile  Technology  Control  Regime  (MTCR) 
(FACT  SHEET,  May  17,  1993) 

NEW  INDEPENDENT  STATES 

Background  Info:  Advancing  U.S.  Relations  With 
Russia  and  the  Other  New  Independent  States 
(FACT  SHEET,  April  23,  1993) 

Entrepreneurial  Workshop  for  Russian  Nuclear 
Weapons  Scientists  Held  in  Moscow  (PRESS 
RELEASE,  June  29,  1993) 

Statement  by  the  President  on  Advancing  U.S. 
Relations  With  Russia  and  the  Other  New 
Independent  States  (OFFICIAL,  TEXT,  April 
23,  1993) 

U.S.  Sponsoring  Entrepreneurial  Workshop  for 
Russian  Nuclear  Weapon  Scientists  in  Moscow 
(PRESS  RELEASE,  June  4,  1993) 


NONPROUFERATION 

Accession  by  France  to  the  NPT  (FACT  SHEET, 
August  3, 1992) 

Announcement  of  Japan's  Support  for  Indefinite 
Extension  of  the  NPT  (PRESS  RELEASE, 
August  25, 1993) 

Annual  Report  on  the  Proliferation  of  Missiles  and 
Essential  Components  of  Nuclear,  Biological, 
and  Chemical  Weapons  (March  1993) 

The  1995  Conference  on  the  Treaty  on  the  Nonpro- 
liferation  of  Nuclear  Weapons  (ISSUES  BRIEF, 
May  10,  1993) 

Draft  Bill  Arms  Control  and  Nonproliferation  Act  of 
1993  (March  1,  1993) 

Existing  Nonproliferation  Efforts  (FACT  SHEET, 
July  13. 1992) 

First  Meeting  of  the  Preparatory  Committee  for  the 
1995  NPT  Conference  (PRESS  RELEASE,  May 
10,  1993) 

First  Meeting  of  the  Preparatory  Committee 

(PREPCOM)  for  the  1995  NPT  Conference  — 
May  10-14,  1993,  New  York  (FACT  SHEET, 
June  18,  1993) 
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New  Nonproliferation  Regulations  (FACT  SHEET. 
March  7,  1991) 

Nonproliferation  and  Export  Control  Policy  (FACT 
SHEET,  September  28,  1993) 

Nonproliferation  Initiative  (FACT  SHEET,  July  13, 
1992) 

Nuclear,  Chemical  Weapons,  and  Missile  Nonprolif- 
eration (ISSUES  BRIEF,  May  22,  1990) 

The  Problem  of  Proliferation  (ISSUES  BRIEF, 
October  2. 1992) 

Signatories  and  Parties  to  the  Treaty  on  the  Nonpro- 
liferation of  Nuclear  Weapons  (FACT  SHEET, 
August  4,  1993) 

The  Treaty  on  the  Nonproliferation  of  Nuclear 
Weapons  (FACT  SHEET,  May  1993) 

NUCLEAR  TESTING 

Background  Information:  U.S.  Policy  on  Nuclear 
Testing  and  a  Comprehensive  Test  Ban  (FACT 
SHEET,  July  3,  1993) 

Comprehensive  Test  Ban  Treaty  Negotiations  (FACT 
SHEET,  November  19,  1993) 

The  Nuclear  Testing  Protocols  (FACT  SHEET, 
June  1,  1990) 

Statement  by  the  Press  Secretary  on  Nuclear  Testing 
in  China  (OFFICIAL  TEXT,  October  5,  1993) 

UNGA  First  Committee  Approves  U.S.  Co-Spon- 
sored Resolution  on  Comprehensive  Test  Ban 
Treaty  Negotiations  (PRESS  RELEASE. 
November  19,  1993) 


OPEN  SKIES 

Open  Skies  (ISSUES  BRIEF,  September  23,  1989) 

Open  Skies:  Basic  Elements  (OFFICIAL  TEXT, 
December  14-15,  1989) 

"Open  Skies"  Communique  (OFFICIAL  TEXT, 
February  13,  1990) 

Open  Skies  Conference:  Communique  on  CFE  and 
CSCE  (OFFICIAL  TEXT,  February  13.  1990) 

Open  Skies  Conference,  Ottawa,  Canada,  February 
12-28  (ISSUES  BRIEF,  February  6,  1990) 

Open  Skies  Treaty  (FACT  SHEET,  March  26,  1992) 

The  Open  Skies  Treaty  (ISSUES  BRIEF,  March  4, 
1993) 
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Open  Skies:  Typical  Observation  Mission  (FACT 
SHEET.  September  23.  1993) 

Treaty  on  Open  Skies 

United  States  Rolls  Out  Open  Skies  Aircraft  (FACT 
SHEET.  July  6.  1993) 


SAFETY,  SECURITY  AND  DISMANTLEMENT  ISSUES 

Agreement  Between  the  Government  of  the  United 
States  of  America  and  the  Government  of  the 
Russian  Federation  Concerning  the  Disposition 
of  Highly  Enriched  Uranium  Extracted  From 
Nuclear  Weapons  (OFFICIAL  TEXT,  February 
18.  1993) 

Nunn-Lugar  Certifications  (April  10,  1992) 

Safe,  Secure  Dismantlement  Agreements  Signed 
with  Belarus  (October  22, 1992) 

Safe,  Secure  Dismantlement  (SSD)  Initiatives  with 
Belarus,  Kazakhstan  and  Ukraine  (FACT 
SHEET,  April  4,  1993) 

Safe,  Secure  Dismantlement  (SSD)  Initiatives  with 
Russia  (FACT  SHEET,  April  4,  1993) 

U.S. -Russian  Agreement  on  Highly-Enriched 
Uranium  (FACT  SHEET,  August  31,  1992) 

Visit  of  SSD  Delegation  to  Kazakhstan  (PRESS 
RELEASE.  September  28.  1993) 

STRATEGIC  ARMS  REDUCTION  TREATY 

Agreement  Between  the  Government  of  the  United 
Slates  of  America  and  the  Government  of  the 
Union  of  Soviet  Socialist  Republics  on  Prin- 
ciples of  Implementing  Trial  Verification  and 
Stability  Measures  that  Would  Be  Carried  Out 
Pending  Conclusion  of  the  U .S. -Soviet  Treaty 
on  the  Reduction  and  Limitation  of  Strategic 
Offensive  Arms  (OFFICIAL  TEXT.  September 
23,  1989) 

Arms  Control  and  Disarmament  Agreements: 
START:  Treaty  Between  the  United  States  of 
America  and  the  Union  of  Soviet  Socialist 
Republics  on  the  Reduction  and  Limitation  of 
Strategic  Offensive  Arms 

The  Case  for  START  Sublimits  (ISSUES  BRIEF, 
May  13.  1988) 

Chronology:  START  -  1981-1990  (February  6,  1990) 

Elements  of  Common  Ground  on  Mobile  ICBM 
Verification  (ISSUES  BRIEF.  September  23. 
1989) 
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Joint  Statement  on  Future  Negotiations  on  Nuclear 
and  Space  Arms  and  Further  Enhancing  Strate- 
gic Stability  (OFFICIAL  TEXT.  June  1.  1990) 

Joint  Understanding  on  the  Elimination  of  Mirved 
ICBMs  and  Further  Reduction  in  Strategic 
Offensive  Arms  (FACT  SHEET,  July  2,  1992) 

Notification  of  Strategic  Exercises  (ISSUES  BRIEF, 
September  23,  1989) 

Nuclear  and  Space  Talks:  U.S.  and  Soviet  Proposals 
(ISSUES  BRIEF,  July  3,  1990) 

Reductions  in  U.S.  and  Former  Soviet  Union 
Nuclear  Weapons  (FACT  SHEET,  April  30, 
1992) 

START  II-  Bush- Yeltsin  START  II  Summit 
Backgrounder  (December  1992) 

START  Central  Limits  (FACT  SHEET,  July  29, 
1991) 

START  Data  Base  (FACT  SHEET,  August  1,  1991) 

START:  Errata  (November  19.  1991) 

START:  Heavy  Bomber  Inspections  (ISSUES 
BRIEF.  January  29.  1990) 

START  I/NPT-Lisbon  Protocol  (FACT  SHEET, 
April  4.  1993) 

START:  RV  Inspections  (ISSUES  BRIEF,  January 
29,  1990) 

START:  Tagging  Demonstrations  (ISSUES  BRIEF, 
January  29.  1990) 

START:  Umbrella  Agreement  on  Verification  and 
Stability  (ISSUES  BRIEF.  September  23,  1989) 

START:  U.S.-Soviet  Summit  Moscow  (July  30-31, 
1991) 

The  Strategic  Arms  Reduction  Treaty: 
Basic  Provisions  of  the  Treaty 
(ISSUES  BRIEF,  July  29,  1991) 

The  Strategic  Arms  Reduction  Treaty: 
Central  Limits  (FACT  SHEET,  July 
29,  1991) 

The  Strategic  Arms  Reduction  Treaty: 
Chronology  (FACT  SHEET.  July  29, 
1991) 

The  Strategic  Arms  Reduction  Treaty: 
Treaty  Limited  Items  (FACT  SHEET, 
July  29,  1991) 
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The  Strategic  Anns  Reduction  Treaty: 
Verification  (FACT  SHEET,  July  29. 
1991) 

The  Strategic  Arms  Reduction  Treaty: 
What  Is  It?  (FACT  SHEET.  July  29. 
1991) 

Strategic  Anns  Reduction  Treaty  II  Chronology 
(FACT  SHEET,  January  6,1993) 

The  Strategic  Arms  Reduction  Treaty  Update  (FACT 
SHEET,  June  25,  1992) 

The  Strategic  Arms  Reduction  Treaty: 
Central  Limits  (FACT  SHEET,  June 
22,1992) 

The  Strategic  Arms  Reduction  Treaty: 
Chronology  (June  22,   1992) 

The  Strategic  Arms  Reduction  Treaty: 
Protocol  to  the  Treaty  Between  the 
United  States  of  America  and  the 
Union  of  Soviet  Socialist  Republics 
on  the  Reduction  and  Limitation  of 
Strategic  Offensive  Arms  (OFFICIAL 
TEXT,  June  22,  1992) 

The  Strategic  Anns  Reduction  Treaty: 
Treaty  Limited  Items  (FACT  SHEET, 
June  22.  1992) 

The  Strategic  Arms  Reduction  Treaty: 
What's  Happened  Since  Treaty 
Signature?  (FACT  SHEET,  June  22, 
1992) 

Treaty  Between  the  United  States  of  America  and 
the  Russian  Federation  on  Further  Reduction 
and  Limitation  of  Strategic  Offensive  Arms 
(OFFICIAL  TEXT,  February  1.  1993) 

The  White  House  Office  of  the  Press  Secretary 
Presidential  Initiative  on  Nuclear  Arms  (FACT 
SHEET.  September  27,  1991) 

The  White  House  Office  of  the  Press  Secretary  — 
START  B  Treaty  (FACT  SHEET,  January  1, 
1993) 


Arms  Control  and  Disarmament  Agency 

STRATEGIC  DEFENSE  INITIATIVE 

Soviet  Experts'  Visit  to  U.S.  SDI  Laboratories 
(ISSUES  BRIEF,  January  29.  1990) 

Strategic  Defense  Initiative  (SDI)  Chronology 
(March  19.  1990) 

U.S.  Initiative  Inviting  the  Soviets  to  SDI  Facilities 
(ISSUES  BRJEF.  September  23.  1989) 
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APPENDIX  C:  ARMS  CONTROL  ABBREVIATIONS  AND 

ACRONYMS 


ABACC 

Agency  for  Accounting  and 

Control  of  Nuclear  Materials 

(Latin  America) 

ABM 

Anti-Ballistic  Missile 

ACEP 

Advisory  Committee  on 

Export  Policy 

ACIS 

Arms  Control  Impact  Statements 

ACIS 

Arms  Control  Intelligence  Staff 

ACME 

Arms  Control  in  the  Middle  East 

ACRCC 

Arms  Control  Research  Coordinating 

Committee 

ACRS 

Arms  Control  and  Regional  Security 

ACV 

Armored  Combat  Vehicle 

AEM 

Arsenal  Exchange  Model 

AEW 

Airborne  Early  Warning 

AFAP 

Artillery-Fired  Atomic  Projectiles 

AFSATCOM 

Air  Force  Satellite  Communications 

System 

AFTAC 

Air  Force  Technical  Applications 

Center 

AG 

Australia  Group 

AHC 

Ad  Hoc  Committee 

AIFV 

Armored  Infantry  Fighting  Vehicle 

ALASAT 

Air-Launched  Anti-Satellite  [weapon] 

ALBM 

Air-Launched  Ballistic  Missile 

ALCM 

Air-Launched  Cruise  Missile 

AMRAAM 

Advanced  Medium  Range  Air-to- Air 

Missile 

AND 

Arms  Control,  Nonproliferation, 

and  Disarmament 

APAG 

Atlantic  Policy  Advisory  Group 

APC 

Armored  Personnel  Carrier 

APEC 

Asia  Pacific  Economic  Cooperation 

ARM 

Anti-Radiation  Missile 

ARPA 

Advanced  Research  Projects  Agency 

ASAT 

Anti-Satellite  [weapon] 

ASBM 

Air  to- Surface  Ballistic  Missile 

ASEAN 

Association  of  Southeast 

Asian  Nations 

ASM 

Air-to-Surface  Missile 

ASROC 

Anti  -Submarine  Rocket 

ASW 

Anti-Submarine  Warfare 

ATBM 

Anti-Tactical  Ballistic  Missile 

ATF 

Advanced  Tactical  Fighter 

ATH 

Above-the-Horizon 

ATM 

Anti-Tactical  Missile 

ATTU 

Atlantic  To  The  Urals 

AWACS 

Airborne  [early]  Warning  and 

Control  System 

BCC 

Bilateral  Consultative  Commission 

BIC 

Bilateral  Implementation 

Commission 

BMD 

Ballistic  Missile  Defense 

BMDO 

Ballistic  Missile  Defense  Organization 

BMEWS 

Ballistic  Missile  Early  Warning 

System 

BMLNA 

Ballistic  Missile  Launch  Notification 

Agreement 

BWC 

Biological  Weapons  Convention 

BWG 

Backstopping  Working  Group 

CI 

Command,  Control,  Communications, 

Computers  and  Intelligence 

CANDU 

Canadian  Deutrium  [reactor] 

CASC 

Central  American  Security 

Commission 

CAT 

Conventional  Arms  Transfers 

CBM 

Confidence-Building  Measures 

CBW 

Chemical  and  Biological  Weapons 

CC 

Consultative  Committee 

CCD 

Charged  Couple  Device 

CCE 

Consultative  Committee  of  Experts 

CCF 

COCOM  Cooperation  Forum 

[see  COCOM] 

CCL 

Continuous  Communications  Link 
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CCW  Convention  on  Conventional 

Weapons 
CD  Conference  on  Disarmament 

CDE  [Stockholm  Conference  on] 

Confidence-  [and  Security- 
Building  Measures  and] 

Disarmament  in  Europe 
CEE  Central  and  East  Europe 

CEMA  Council  for  Mutual  Economic 

Assistance 
CEP  Circular  Error  Probable 

CFE  Conventional  Armed  Forces  in 

Europe  [Treaty] 
CFE  1A  Concluding  Act  of  the  Negotiation  on 

Personnel  Strength  of  CFE 
CGS  CONUS  Ground  Station  [see  CONUS] 

CINC  Commander-in-Chief 

CIS  Commonwealth  of  Independent 

States 
CISCMACWG  Counterintelligence  and  Security 

Countermeasures  Arms 

Control  Working  Group 
CLS  Capsule  Launch  System 

CNAD  Council  of  National  Armaments 

Directors 
CNPC  Community  Nonproliferation 

Committee 
COCOM  Coordinating  Committee  for 

Multilateral  Export  Controls 
COMSAT  Communications  Satellite 

CONUS  Continental  United  States 

COPUOS  Committee  On  the  Peaceful  Uses 

of  Outer  Space 
CORRTEX        Continuous  Reflectometry  for 

Radius  Versus  Time 

Experiment 
CPC  Conflict  Prevention  Center 

CPD  Comprehensive  Program  of 

Disarmament 
CPSU  Communist  Party  of  the  Soviet  Union 

CSBM  Confidence-  and  Security- 
Building 

Measures 
CSCE  Conference  on  Security  and 

Cooperation  in  Europe 
CSD  Commission  on  Sustainable 

Development 
CTB  Comprehensive  Test  Ban 

CUSHTE  [see  CCW] 

CW  Chemical  Weapons/Warfare 

CWC  Chemical  Weapons  Convention 

D&S  [see  DST] 

DC  Defense  Conversion 

DCI  Director  of  Central  Intelligence 


DCL 

Direct  Communications  Link 

[see  MOLINK] 

DEW 

Distant  Early  Warning 

DIA 

Defense  Intelligence  Agency 

DNA 

Defense  Nuclear  Agency 

DPC 

Defense  Planning  Committee 

DSAA 

Defense  Security  Assistance  Agency 

DSAT 

Defense  Satellite 

DSCS 

Defense  Satellite  Communications 

System 

DSP 

Defense  Support  Program 

DSS 

Designated  Seismic  Station 

DST 

Defense  and  Space  Talks  [see  D&S] 

DTSA 

Defense  Technology  Security 

Administration 

DTWG 

Defense  Trade  Working  Group 

EAA 

Export  Administration  Act 

EAR 

Export  Administration  Regulations 

EARB 

Export  Administration  Review  Board 

EBRD 

European  Bank  for  Reconstruction 

and  Development 

EC 

European  Community 

ECASS 

Export  Control  Automated  Support 

System 

EDAC 

Economic  Defense  Advisory 

Committee 

EIF 

Entry  Into  Force 

ELINT 

Electronic  Intelligence 

EMP 

Electro-Magnetic  Pulse 

EMT 

Equivalent  Megatonnage 

ENMOD 

Environmental  Modification 

Convention 

EPC 

European  Political  Cooperation 

EPCI 

Enhanced  Proliferation  Control 

Initiative 

ESF 

Economic  Support  Fund 

EURATOM 

European  Atomic  Energy 

Community 

FCCSET 

Federal  Coordinating  Committee  on 

Science,  Engineering  and 

Technology 

FEWS 

Follow-on  Early  Warning  System 

FMF 

Foreign  Military  Financing 

FMS 

Foreign  Military  Sales 

FROD 

Functionally  Related  Observable 

Difference 

FSA 

Freedom  Support  Act 

FSC 

Forum  for  Security  Cooperation 

FSE 

Forum  on  Security  in  Europe 

FSS 

Full-Scope  Safeguards 

FSU 

Former  Soviet  Union 

FYDP 

Five-Year  Defense  Program 

GAC 

General  Advisory  Committee 

GC 

General  Conference 

[of  the  IAEA,  q.  v.] 
GCC  Gulf  Cooperation  Council 
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GGCL  Government -to-Govemmenl 

Communications  Link 
GLBM  Ground-Launched  Ballistic  Missile 

GLCM  Ground-Launched  Cruise 

Missile 
GO  DOS  Group  Of  Democratically  Oriented 

States 
GPALS  Global  Protection  Against  Limite 

Strikes 
GPS  Global  Positioning  System 

[MAUSTAR,  q.v.] 
GPS  Global  Protection  System 

GSE  [Ad  Hoc]  Group  of  Scientific  Experts 

HAC     House  Appropriations 

Committee 
HACO  House  Arms  Control  Observer  Group 

HAC  V  Heavy  Armament  Combat  Vehicle 

HASC  House  Armed  Services  Committee 

HEU  Highly-Enriched  Uranium 

HFAC  House  Foreign  Affairs  Committee 

HFUM  Helsinki  Follow-up  Meeting 

HLG  High  Level  Group 

HLTF  High  Level  Task  Force 

HLWG  High  Level  Working  Group 

HOG  House  Observer  Group 

HSIC  High  Speed  Integrated  Circuits 

HUM  I  NT  Human  Intelligence 

IAEA  International  Atomic  Energy  Agency 

IC  Intelligence  Community 

ICBM  Intercontinental  Ballistic  Missile 

ICF  Inertial  Confinement  Fusion 

ICRC  International  Committee  of  the 

Red  Cross 
IEA  International  Energy  Agency 

IEPG  Independent  European  Program  Group 

IFC  International  Finance  Corporation 

1FK  Initial  Fast  Reactor 

IMKT  International  Military  Education 

and  Training 
IMF  International  Monetary  Fund 

INF  Intermediate-Range  Nuclear 

Forces  [Treaty] 
INTLO  International  Nuclear  Technical 

Liaison  Office 
IOC  Initial  Operational  Capability 

[R  Infrared 

IRBM  Intermediate-Range  Ballistic  Missile 

ISCA  Office  of  Independent  States  and 

Commonwealth  Affairs 
ISTC  International  Science  and  Technology 

Center 
JACADS  Johnson  Atoll  Chemical  Agents 

Disposal  System 
JAEIC  Joint  Atomic  Energy  Intelligence 

Committee 
JCC  Joint  Consultative  Commission 


JCG 

Joint  Consultative  Group 

JCIC 

Joint  Compliance  and  Inspection 

Commission 

JCS 

Joint  Chiefs  of  Staff 

JPMG 

Joint  Politico-Military  Group 

JSCNOET 

Joint  Standing  Committee  on  Nuclear 

and  Other  Energy 

Technologies 

JVE 

Joint  Verification  Experiment 

JWC 

Joint  Warning  Center 

LANL 

Los  Alamos  National  Laboratory 

LASCAR 

Large  Scale  Reprocessing  Plants 

LEU 

Low-Enriched  Uranium 

LLNL 

Lawrence  Livermore  National 

Laboratory 

LOW 

Launch  on  Warning 

LPAR 

Large  Phased- Array  Radar 

LRINF 

Longer-Range  Intermediate-Range 

Nuclear  Forces 

LRNA 

Long  Range  Nuclear  ALCMs 

[seeALCM] 

LTBT 

Limited  Test  Ban  Treaty 

[also  known  as  PTBT,  q.v.] 

LUA 

Launch  Under  Attack 

MAD 

Mutual  Assured  Destruction 

MAP 

Military  Assistance  Program 

MAPI 

Ministry  of  Atomic  Power  and 

Industry  [of  the  Russian 

Federation;now  MINATOM, 

MARC 

q.v.] 
MTCR  Annex  Review  Committee 

[see  MTCR] 

MARV 

Maneuvering  Reentry  Vehicle 

MC&A 

Materials  Control  and  Accountability 

MCWG 

Munitions  Control  Working  Group 

MILSTAR 

Military  Strategic  and  Tactical 

Relay  System 

MINATOM 

Ministry  of  Atomic  Energy 

[of  the  Russian  Federation] 

MIRV 

Multiple  Independently -Targelable 

Reentry  Vehicle 

MLRS  Multiple  Launch  Rocket 

System 

MOA 

Memorandum  of  Agreement 

MOLINK 

U.S. -Soviet  hotline  [see  DCL] 

MOU 

Memorandum  Of  Understanding 

MOX    Mixed  Oxides  [of  plutonium 

and  uranium] 

MRV 

Multiple  Reentry  Vehicle 

MTAG 

Missile  Trade  Analysis  Group 

MTCR 

Missile  Technology  Control  Regime 

MTEC 

Missile  Technology  Export 

Committee 

MWC 

Missile  Warning  Center 

NAC 

North  Atlantic  Council 

NACC 

North  Atlantic  Cooperation  Council 
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NAG  National  Advisory  Groups 

NAM  Non-Aligned  Movement 

NATO  North  Atlantic  Treaty  Organization 

NBC  Nuclear/Biological/Chemical 

[weaponry] 
NCA  National  Command  Authority 

NCND  Neither  Confirm  Nor  Deny 

NDAA  National  Defense  Authorization  Act 

NDPC  National  Disclosure  Policy  Committee 

NEA  Nuclear  Energy  Agency 

NEVWG  Nuclear  Export  Violations  Working 

Group 
NFROD  Non-Functionally  Related  Observable 

Difference 
NFU  No  First  Use 

NFZ  Nuclear-Free  Zone 

NGO  Non-Governmental  Organization 

NIC  New(ly)  Industrialized  -izing) 

Countries 
N1M  National  Intelligence  Means 

NIS  New(ly )  Independent  States 

[of  the  former  Soviet  Union] 
NNA  Neutral  and  Non  Aligned  [States] 

NNPA  Nuclear  Non-Proliferation  Act 

NNWS  Non-Nuclear  Weapon  state 

NOR  AD  North  American  Air  Defense 

[Command] 
NPAS  Nuclear  Proliferation  Assessment 

Statement 
NPC  Nonproliferation  Center 

NPG  Nuclear  Planning  Group 

NPT  Non-Proliferation  [of  Nuclear 

Weapons]  Treaty 
NRC  Nuclear  Regulatory  Commission 

NMICC  National  Military  Intelligence 

Collection  Center 
NMIPC  National  Military  Intelligence 

Production  Center 
NM1SC  National  Military  Intelligence 

Support  Center 
NRRC  Nuclear  Risk  Reduction  Centers 

NRS  Nuclear  Reactor  Safety 

NSA  National  Security  Agency 

NSA  Negative  Security  Assurances 

NSC  National  Security  Council 

NSDD  National  Security  Decision  Directive 

NSG  Nuclear  Suppliers  Group 

NSPC  National  Space  Council 

NSPD  National  Space  Policy  Directive 

NSSM  National  Security  Study  Memorandum 

NST  Nuclear  and  Space  Talks 

NTB  Nuclear  Test  Ban 

NT1  National  Trial  Inspections 

NTM  National  Technical  Means 

NTT  Nuclear  Testing  Talks 

NUDET  Nuclear  Detonation 


NWFZ 

Nuclear  Weapon  free  Zone 

NWS 

Nuclear  Weapon  state 

NWSS 

Nuclear  Weapons  Storage  Site 

OAS 

Organization  of  American  States 

OAU 

Organization  of  African  Unity 

OECD 

Organization  for  Economic 

Cooperation  and  Development 

OIC 

Organization  of  the  Islamic 

Conference 

OIMM 

Objective  Information  on  Military 

Matters 

OOV 

Object  of  Verification 

OPANAL 

Organization  for  the  Prohibition  of 

Nuclear  Weapons  in  Latin 

America  and  the  Caribbean 

OPCW 

Organization  for  the  Prohibition  of 

Chemical  Weapons 

OS 

Open  Skies 

OSCC 

Open  Skies  Consultative  Commission 

OSI 

On-Site  Inspection 

OSIA 

On-Site  Inspection  Agency 

OTH 

Over-The-Horizon 

PAL 

Permissive  Action  Link 

PAR 

Perimeter  Acquisition  Radar 

PARCS 

Perimeter  Acquisition  Radar 

Characterization  System 

PATTIC 

Proliferation  and  Technology 

Transfer  Intelligence 

Committee 

PCC 

Policy  Coordinating  Committee 

PDD 

Presidential  Decision  Directive 

PDM 

Presidential  Decision  Memorandum 

PNET 

Peaceful  Nuclear  Explosions  Treaty 

PNW 

Prevention  of  Nuclear  War 

POE 

Point  Of  Entry 

POT  AS 

Program  for  Technical  Assistance 

to  [IAEA  qv-  ]  Safeguards 

PPCM 

Perimeter  and  Portal  Continuous 

Monitoring 

PRD 

Presidential  Review  Directive 

PREPCOM 

Preparatory  Committee 

PRM 

Presidential  Review  Memorandum 

PSA 

Positive  Security  Assurances 

PTBT 

Partial  Test  Ban  Treaty 

[also  known  as  LTBT,  q.v.] 

PTS 

Provisional  Technical  Secretariat 

PUNE 

Peaceful  Uses  of  Nuclear  Energy 

RDE 

Radar  Detection  Equipment 

RECOVER 

Remote  Continual  Verification 

REM 

Roentgen  Equivalent  Man 

RERTR 

Reduced  Enrichment  in  Research 

and  Test  Reactor 

REVCON 

Review  Conference 

RPV 

Remotely  Piloted  Vehicle 

RV 

Reentry  Vehicle 

RW 

Radiological  Weapons 
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SACOG  Senate  Anns  Control  Observer  Group 

SAGSI  Standing  Advisory  Group  on 

Safeguards  Implementation 
SALT  Strategic  Arms  Limitation  Talks 

SAM  Surface- to- Air  Missile 

SAPRWG  Security  Assistance  Program 

Review  Working  Group 
SAR  Synthetic  Aperture  Radar 

SAROS  SAR  for  Open  Skies  [see  SAR] 

SAWG  Safeguards  Agreement  Working 

Group 
SBT  Seabed  [Arms  Control]  Treaty 

SCC  Standing  Consultative  Commission 

SCVC  Special  Committee  on  Verification 

and  Compliance 
SDIO  Strategic  Defense  Initiative 

Organization 
SFRC  Senate  Foreign  Relations  Committee 

SLDAC  Socialist  International  Advisory 

Committee  on  Arms  Control 

and  Disarmament 
SIGINT  Signals  Intelligence 

SIOP  Single  Integrated  Operations  Plan 

SLBM  Sea-Launched  Ballistic  Missile 

SLCM  Sea-Launched  Cruise  Missile 

SLV  Space  Launch  Vehicle 

SMS  Stage  Measuring  System 

SNDV  Strategic  Nuclear  Delivery  Vehicle 

SNEC  Subgroup  on  Nuclear  Export 

Coordination 
SNF  Shorl-Range  Nuclear  Forces 

SNL  Sandia  National  Laboratory 

SNM  Special  Nuclear  Materials 

SOG  Senate  Observer  Group 

SPECOM  [UN]  Special  Commission 

SPNFZ  South  Pacific  Nuclear  Free  Zone 

SRAM  Short-Range  Attack  Missile 

SRINF  Shorter-Range  Intermediate-Range 

Nuclear  Forces 
SRM  Shorter-Range  Missile 

SSAC  State  System  of  Accounting  for  and 

Controlof  Nuclear  Material 
SSBN  Sub-Surface  Ballistic  Nuclear 

[submarine] 
SSC  Superconducting  Super  Collider 

SSCI  Senate  Select  Committee  on 

Intelligence 
SSD  Safety,  Security,  and  Dismantlement 

[of  nuclear  weapons] 
SSI  Suspect  Site  Inspection 

SSM  Surface -to  Surface  Missile 

SSN  Sub-Surface  Nuclear  [submarine] 

SSOD  Special  Session  on  Disarmament 

START  Strategic  Arms  Reduction  Treaty 

STCU  Science  and  Technology  Center  in 

Ukraine 
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STIC  Science  and  Technology  Intelligence 

Committee 


STOP 

Short  Time  of  Flight 

SVC 

Special  Verification  Commission 

SWG 

Supercomputer  Working  Group 

TACF 

Technical  Assistance  &  Cooperation 

Fund 

TEM 

Technical  Experts  Meeting 

TERCOM 

Terrain  Contour  Matching  System 

THAAD 

Theater  High-Altitude  Area  Defense 

TIA 

Transparency  In  Armaments 

TIP 

Treaty  Implementation  Panel 

TLE 

Treaty-Limited  Equipment 

TNF 

Theater  Nuclear  Forces 

TOR 

Terms  of  Reference 

TRANSEAVERTransport  by  Sea  Verification 

TSCC 

Technical  Support  Coordinating 

Committee 

TTBT 

Threshold  Test-Ban  Treaty 

TTIC 

Technology  Transfer  Intelligence 

Committee 

UAV 

Unmanned  Aerial  Vehicles 

UNCTAD 

United  Nations  Conference  on  Trade 

and  Development 

UNDC 

United  Nations  Disarmament 

Commission 

UNDP 

United  Nations  Development  Program 

UNFC 

United  Nations  [General  Assembly] 

First  Committee 

UNGA 

United  Nations  General  Assembly 

UNIDIR 

United  Nations  Institute  for 

Disarmament  Research 

UNIDO 

United  Nations  Industrial 

Development  Organization 

UNSCOM 

UN  Special  Commission 

VCC 

Verification  Coordinating  Committee 

VLS 

Vertical  Launch  System 

VSM 

Verification  and  Stability  Measures 

VTWG 

Verification  and  Technology 

Working  Group 

WEU 

Western  European  Union 

WMD 

Weapons  of  Mass  Destruction 

WMEAT 

World  Military  Expenditures  and 

Arms  Transfers  9xx 

WP 

Warsaw  Pact 

WTO 

Warsaw  Treaty  Organization 

WTTAG 

Weapons  Technology  Trade  Analysis 

Group 

ZC 

Zangger  Committee 
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Note:     The  table  does  not  include  treaties  that  have  not  entered  into  force,  such  as  The  Open 
Skies  Treaty,  nor  does  it  include  the  INF  Treaty,  ABM  Treaty,  or  START.  This  latter  group  of 
treaties  are  multilateral  (or  soon  to  be  multilateral)  but  involve  such  a  small  group  of  states  that  their 
presence  in  the  above  table  simply  cluttered  it  up  and  made  it  more  complex. 


Footnotes: 


(1)  The  Helsinki  Final  Act  establishing  the  CSCE  was  signed  August  1,  197S.  Subsequent  CSBM  agreements 
include  the  1986  Stockholm  Document,  which  came  into  effect  January  1,  1987;  the  Vienna  Document  1990,  which 
took  effect  January  1,  1991;  and,  the  Vienna  Document  1992,  which  took  effect  May  1,  1992  and  is  currently  in 
force. 

(2)  Based  on  general  declarations  concerning  treaty  obligations  applicable  prior  to  independence. 

(3)  Also  ratified  but  not  yet  in  force;  no  declaration  of  waiver  under  article  28,  paragraph  2. 

(4)  Additional  Protocol  II. 

(5)  The  former  German  Democratic  Republic,  which  united  with  the  Federal  Republic  of  Germany  on  10/3/1990, 
has  signed  the  NPT  on  7/1/1968  and  deposited  its  instrument  of  ratification  on  10/31/1969. 

(6)  Extended  to  Netherlands  Antilles  and  Aruba. 

(7)  Russia  has  given  notice  that  it  will  continue  to  exercise  the  rights  and  fulfill  the  obligations  of  the  former 
Soviet  Union  arising  from  the  NPT. 

(8)  Additional  Protocol  I. 

(9)  Extended  to  Aguilla  and  territories  under  the  territorial  sovereignty  of  the  United  Kingdom. 

(10)  The  Republic  of  Yemen  resulted  from  the  union  of  the  Yemen  Arab  Republic  and  the  People's  Democratic 
Republic  of  Yemen.  Both  states  were  parties  to  the  NPT  prior  to  the  unification 

(11)  The  U.S.  view  is  that  the  Socialist  Federal  Republic  of  Yugoslavia  has  dissolved  and  no  successor  state 
represents  its  continuation. 

(12)  CSCE  participation  is  suspended;  succession  of  Serbia  and  Montenegro  is  under  review. 

(13)  Instruments  of  ratification/adherence  to  these  treaties  have  been  deposited  in  the  name  of  the  Republic  of 
China.  Effective  January  1,  1979,  the  United  States  recognized  the  Government  of  the  People's  Republic  of  China 
as  the  sole  government  of  China. 

(14)  On  1/27/1970,  an  instrument  of  ratification  was  deposited  in  the  name  of  the  Republic  of  China.  Effective  1/ 
1/79,  the  United  States  recognized  the  People's  Republic  of  China  as  the  sole  legal  government  of  China.  The 
authorities  on  Taiwan  state  that  they  will  continue  to  abide  by  the  provisions  of  the  Treaty  and  the  United  Suites 
regards  them  as  bound  by  the  obligations  imposed  by  the  Treaty. 

(15)  Total  does  not  include  Taiwan. 


359 

BUDGET  REQUEST 

Mr.  Holum.  We  request  $61,278  million  for  fiscal  year  1995.  Of 
that,  $2,278  million  is  to  pay  the  United  States  assessment  for  the 

1995  Nuclear  Non-Proliferation  Treaty  Conference.  This  is  a  criti- 
cally important  expenditure  for  1995,  but  it  will  drop  to  zero  for 

1996  because  the  Conference  will  be  over. 

Also  included  is  $14  million  to  pay  the  United  States  assessment 
to  prepare  to  implement  the  Chemical  Weapons  Convention.  This 
leaves  $45  million  for  ACDA  operations.  That  is  down  $1.5  million 
from  our  1994  request,  and  up  $1  million  from  our  1994  appropria- 
tion. 

Mr.  Chairman,  you  might  ask  how  I  can  revitalize  an  agency  on 
a  budget  that  is  basically  flat,  plus  inflation.  The  answer  is:  fru- 
gally and  carefully.  This  isn't  a  Cadillac  revitalization;  it  is  a  Chev- 
rolet revitalization.  But  we  can  probably  do  it  with  a  flat  constant- 
dollar  budget.  It  is  already  under  way,  and  I  think  you  will  be 
pleased  by  the  results. 

Before  you  begin  your  questions,  I  would  like  to  leave  you  with 
two  thoughts.  First,  I  believe  revitalization  on  a  flat  constant-dollar 
budget  is  possible,  but  revitalization  on  a  contracting  budget  in  an 
environment  of  dramatically  expanding  responsibilities  would  not 
be  possible.  The  budget  we  submit  today  is  what  we  need  to  meet 
our  national  security  responsibilities.  It  is  affordable  in  the  context 
of  the  rest  of  the  President's  budget,  and  I  hope  you  will  view  it 
in  that  light. 

Second,  in  the  most-profound  sense  of  the  term,  arms  control  is 
not  an  expenditure;  it  is  an  investment.  Every  dollar  put  into  arms 
control  comes  back  to  the  American  people  many  times  over.  The 
primary  purpose  of  arms  control,  of  course,  is  not  to  save  money; 
it  is  to  enhance  national  security.  But  a  welcome  side  effect  of  arms 
control  is  that  it  helps  our  military  forces  produce  more  security  at 
less  cost. 

Consider,  for  example,  the  tens  of  billions  of  dollars  we  spent  in 
the  1980s  to  match  and  counter  the  Soviet  SS-18  ICBM — that  is, 
to  seek,  with  not  much  success,  to  close  the  so-called  "window  of 
vulnerability."  In  the  1990s,  we  don't  have  to  do  that  anymore,  be- 
cause arms  control  is  taking  the  SS-18s  off  the  face  of  the  earth 
and  prohibiting  any  comparable  successor  missiles. 

This  one  arms  control  success,  in  itself,  will  save  enough  in  a  sin- 
gle year  to  pay  the  ACDA  budget  for  a  lifetime.  ACDA  and  the 
other  parts  of  our  government  that  work  for  arms  control,  non- 
proliferation,  and  disarmament  agreements  are  sound  investments, 
not  only  in  security  terms,  but  in  economic  terms  as  well. 

On  that  note,  Mr.  Chairman,  I  will  do  my  best  to  answer  your 
questions. 

Mr.  Carr.  Well,  thank  you  very  much.  We  appreciate  your  state- 
ment. As  I  said,  it  will  be  made  part  of  the  record. 

We  have  a  number  of  questions  that  we  will  ask  for  the  record, 
and  you  can  have  your  staff  supply  us  with  answers. 

Mr.  Holum.  Fine. 

CWC  FUNDING 

Mr.  Carr.  Orally,  though,  I  would  like  you  to  discuss  the  in- 
creases requested,  about  14.5  percent,  and  most  of  it  appears  to  be 
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in  the  CWC  Preparatory  Commission  where  you  are  asking  for  $14 
million  for  1995. 

Last  year,  the  Congress  appropriated  $9.5  million,  and  I  under- 
stand now  that  ACDA  believes  it  needs  only  $7.5  million  for  1994. 
I  would  like  to  have  you  tell  us  for  the  record,  what  was  the  reason 
for  the  reduction  in  the  requirement,  and  how  would  you  use  the 
extra  $2  million? 

Mr.  Holum.  This  reduction  is  possible,  as  you  might  expect,  be- 
cause proposed  1994  spending  by  the  OPCW  on  the  preparatory 
process  for  implementing  the  Chemical  Weapons  Convention  was 
put  off.  There  was  some  delay  in  hiring  personnel,  in  purchasing 
equipment,  and  in  training  expenses  that  will  have  to  be  incurred 
in  1995. 

The  $2  million,  we  anticipate,  would  go  for  those  purposes,  as- 
suming it  is  needed. 

Mr.  Carr.  The  question  really  goes  to  the  timing.  When  you 
made  your  request  to  OMB  and  put  your  numbers  through  the  Ad- 
ministration, were  you  aware  that  you  were  going  to  have  an  obli- 
gated balance  of  about  $2  million,  and  did  your  request,  therefore, 
include  it?  In  other  words,  for  1995,  are  you  really  saying  you  are 
going  to  spend  $16  million  in  1995? 

Mr.  Holum.  This  is  our  best  estimate  as  of  today  for  1995.  But 
you  are  correct  in  terms  of  the  timing  problem.  The  Provisional 
Technical  Secretariat  will  not  have  its  budget  finalized  until  May, 
and  it  was  later  than  that  last  year.  We  will  have  a  better  estimate 
within  a  month;  and  hopefully  our  estimate  will  help  to  inform  the 
PTS,  the  Provisional  Technical  Secretariat,  as  it  develops  its  budg- 
et for  calendar  year  1995. 

It  is  important  to  keep  in  mind  that  in  1993  and  in  1994,  we 
budgeted  for  a  developing  organization.  The  first  full  year  of  oper- 
ation will  be  1995.  So,  spending  will  go  up  rather  dramatically  as 
anticipated. 

Mr.  Carr.  So,  in  another  month,  we  will  be  able  to  get  a  revised 
estimate  from  you? 

Mr.  Holum.  We  will  have  a  much  better  estimate. 

CWC  RATIFICATION 

Mr.  Carr.  The  CWC,  of  course,  is  currently  before  the  Senate.  Do 
you  have  any  time  line  on  ratification? 

Mr.  Holum.  We  are  encouraging  ratification  at  the  earliest  pos- 
sible date.  We  are  hoping  for  hearings  in  March,  and  we  would  like 
to  have  it  ratified  by  July.  The  reason  for  that,  as  you  know,  is 
that,  assuming  the  other  countries  follow  our  lead  of  ratifying  in 
about  the  same  time  frame,  entry  into  force  of  the  CWC  is  then 
possible  by  January  of  1995,  which  is  the  earliest  date  it  could  go 
into  effect. 

Mr.  Carr.  How  many  other  countries  have  ratified? 

Mr.  Holum.  As  of  now,  four. 

Mr.  Carr.  But  you  expect,  after  we  ratify,  that  there  will  be  a 
cascading  effect? 
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Mr.  Holum.  Yes.  We  are  anticipating  that  there  will  be  more  be- 
tween now  and  July. 

CWC  HEADQUARTERS 

Mr.  Carr.  What  is  the  status  of  the  effort  to  secure  a  permanent 
headquarters  for  CWC? 

Mr.  Holum.  The  earlier  site  that  was  proposed  for  the  Peace 
Tower  has  been  set  aside.  The  U.S.  and  other  delegations  have  de- 
termined that  there  are  some  serious  security  problems  associated 
with  that  site. 

The  Dutch  Government  has  proposed  an  alternative  site,  and  we, 
the  United  States,  the  Provisional  Technical  Secretariat  and  other 
delegations,  are  presently  evaluating  that  proposal. 

EXTERNAL  RESEARCH 

Mr.  Carr.  Your  budget  is  flat  with  regard  to  external  research. 
When  you  made  your  request  to  OMB,  did  you  request  it  to  be  flat? 

Mr.  Holum.  Well,  I  would  rather  not  go  into  what  we  discussed 
with  OMB  and  what  came  out  of  those  discussions. 

Mr.  Carr.  I  don't  want  to  know  your  discussion;  I  just  want  to 
know  what  you  asked  them  for. 

Mr.  Holum.  We  could  have  used  more  funds  for  research. 

Mr.  Carr.  Okay.  That  is  enough. 

UKRAINE 

What  is  happening  with  Ukraine's  ratification? 

Mr.  Holum.  In  the  trilateral  statement,  Ukrainian  President 
Kravchuk  reaffirmed  his  commitment  to  START.  The  Rada  has 
since  removed  the  unacceptable  conditions  on  its  earlier  ratification 
resolution.  We  expect  ratification  to  proceed  shortly.  I  think  this 
was  a  major  breakthrough,  consistent  with  the  President's  prior- 
ities. 

Mr.  Carr.  Say  a  couple  of  words  about  nuclear  nonproliferation 
as  it  pertains  to  the  Ukraine,  and  then  maybe  branch  off  into  the 
Pakistan,  and  finally  the  North  Korean  situation.  Can  you  give  us 
an  update  on,  particularly,  the  North  Koreans? 

Mr.  Holum.  The  one  obligation  under  the  Lisbon  Protocol  that 
Ukraine  has  not  yet  fulfilled  is  its  obligation  to  adhere  to  the  Nu- 
clear Non-Proliferation  Treaty  as  a  non-nuclear  state.  They  have 
committed  themselves,  in  practical  terms,  through  the  Trilateral 
Agreement,  START  ratification,  SSD  agreements  and  through  their 
commitment  to  dismantle  and  return  their  weapons  to  Russia. 
They  have  basically  taken  the  steps  on  the  ground,  or  begun  the 
steps  on  the  ground,  that  will  put  them  into  compliance  with  the 
NPT,  but  they  have  not  yet  acceded,  of  course,  and  have  not  yet 
undertaken  the  formal  legal  obligation  of  NPT  accession. 

We  understand  that  the  NPT  will  be  resubmitted  at  an  early 
date.  I  am  not  sure  of  the  timing,  or  whether  it  is  going  to  be  re- 
submitted to  the  existing  Rada  or  the  new  one. 

We  are  anticipating  that  they  will  follow  through  with  ratifica- 
tion or  adherence  to  the  NPT  soon.  That  will  allow  us  to  proceed 
with  all  of  the  other  steps  that  follow  in  train,  including  the  secu- 
rity guarantees  from  Russia  and  the  United  States. 
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PAKISTAN 


In  terms  of  South  Asia,  and  Pakistan  in  particular,  that  remains, 
in  my  view  and  in  the  view  of  ACDA,  a  profoundly  dangerous  part 
of  the  world,  where  both  India  and  Pakistan  are  very  close  to  being 
able  to  produce  nuclear  devices  and  the  means  to  deliver  them. 
They  are  also  engaged,  as  you  know,  in  a  continuous  conflict  over 
Kashmir  that  does  not  seem  to  be  abating.  So  there  is  much  that 
needs  to  be  done  in  South  Asia. 

We  have  been  working  continuously — ACDA  and  other  parts  of 
the  government.  In  fact,  ACDA  just  sponsored  in  Islamabad  an 
arms  control  consultation  that  was  very  well  received,  focusing  on 
the  principles  of  arms  control.  It  drew  a  lot  of  senior  government 
officials.  We  are  hoping  to  do  something  similar  in  India. 

We  have  stressed  confidence-building  measures,  and  obviously 
are  continuing  the  pressure  for  adherence  to  the  Nuclear  Non-Pro- 
liferation  Treaty  by  both  India  and  Pakistan.  We  also  have  an  ac- 
tive program,  applied  to  both  Russia  and  China,  to  discourage  ship- 
ments of  weapons  of  mass  destruction  for  delivery  to  those  two 
countries. 

NORTH  KOREA 

In  North  Korea,  the  current  situation  is  a  very  difficult  one,  as 
you  know  from  reading  the  daily  newspapers.  Our  position  remains 
that  the  United  States  will  not  move  on  to  a  third  round  of  high- 
level  talks  with  North  Korea  until  the  two  basic  conditions  that 
they  had  agreed  to  satisfy  are,  in  fact,  satisfied.  First,  the  IAEA 
must  be  able  to  confirm  that  there  is  continuity  of  safeguards  on 
their  nuclear  facilities.  Second,  the  high-level  dialogue  between 
North  Korea  and  South  Korea  toward  the  implementation  of  the 
North-South  denuclearization  agreement  should  continue.  As  of 
now,  they  are  not  in  compliance  with  those  two  conditions. 

Time  is  becoming  short,  not  for  our  reasons,  but  because  the 
IAEA  Board  of  Governors  meets  the  21st  of  February,  and  at  that 
point,  there  is  reason  to  believe  that  the  Board  of  Governors  will 
draw  some  conclusions  about  the  continuity  of  safeguards.  If  that 
occurs,  if  continuity  is  broken,  then  it  will  have  to  go  to  the  U.N. 
Security  Council. 

We  continue  to  hope  and  press  the  North  Koreans  to  comply  with 
what  they  have  agreed  to  do. 

Mr.  Carr.  Mr.  Skaggs. 

CLASSIFICATION  OF  DOCUMENTS 

Mr.  Skaggs.  Thank  you,  Mr.  Chairman.  I  wanted  first  to  touch 
quickly  on  a  requirement  that  was  placed  in  our  Committee  bill  for 
this  year,  asking  you  and  several  others  in  the  executive  branch  to 
give  us  your  best  estimates  as  to  how  much  you  are  spending  on 
physical  security  for  classified  documents  and  costs  related  to  that, 
and  how  much  you  think  we  might  be  able  to  save  by  reforms  in 
that  area.  I  am  particularly  interested  in  the  extent  to  which  you 
are  involved  in  the  Administration's  drafting  of  the  new  Executive 
Order  in  this  area  and  your  own  either  systematic  or  anecdotal 
sense  of  what  we  can  do  to  make  the  government  more  efficient  in 
this  respect. 
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Mr.  Holum.  I  am  fairly  new,  so  I  don't  have  a  lot  of  evidence, 
other  than  to  be,  as  I  have  always  been  when  I  was  in  the  govern- 
ment in  the  past,  struck  by  the  extent  to  which  materials  we  look 
at,  are  classified. 

I  think  there  is  a  significant  change,  because  much  of  the  mate- 
rial that  would  have  been  classified  in  the  past  is  now  material  we 
share  routinely  with  the  Russians  or  with  other  former  adversaries 
and,  therefore,  is  not  classified.  So,  anecdotally,  I  guess,  there  is  a 
substantial  reduction,  just  on  the  basis  of  the  openness.  As  I  under- 
stand it,  that  is  the  basic  principle  behind  your  amendment,  that 
it  recognizes  there  has  been  a  change  in  the  world  and  that  we 
ought  to  adjust  our  classification  procedures  accordingly. 

That  has  been  tasked  to  us  by  OMB,  and  we  are  working  on  it. 
I  have,  in  turn,  tasked  it  to  the  appropriate  offices  and  bureaus  in 
ACDA.  We  are  to  get  back  to  OMB  by  the  15th  of  March  and  an- 
ticipate that  they  will  get  back  to  you  by  the  end  of  March. 

Mr.  Skaggs.  Great.  Glad  to  hear  that  that  is  going  along. 

The  other  part  of  my  question  is,  have  you  or  others  at  ACDA 
been  involved  in  the  Administration's  own  efforts,  not  prodded  by 
Congress,  to  deal  with  this  topic? 

Mr.  Holum.  I  have  not  focused  on  it  yet. 

EXPORT  CONTROLS 

Mr.  Skaggs.  There  is  a  piece  in  the  Post  today  about  Senator 
Riegle's  information  regarding  the  shipping  of  germ  agents  to  Iraq. 
It  reflects  the  usual  pointing  in  other  directions  by  people  that 
were  involved  in  that,  for  example,  it  is  not  our  responsibility,  it 
was  Commerce. 

What  can  we  do  to  be  more  in  control  of  that  kind  of  situation 
in  the  future?  Is  ACDA  pursuing  this? 

Mr.  Holum.  We  are.  In  fact,  the  Administration  has — indeed,  the 
previous  Administration  had,  to  the  extent  I  read  that  article  and 
understand  that  it  occurred  during  the  Reagan  administration, 
there  were  some  subsequent  changes  in  the  way  licensing  was  han- 
dled for  agents  of  the  kind  described  there.  This  situation  does  un- 
derscore, however,  the  importance  of  having  the  arms  control  per- 
spective brought  to  bear  on  export  licensing. 

This  is  something  that  the  Administration  has  been  focusing  on 
since  I  began  talking  about  the  ACDA  position,  and  it  has  been 
worked  out  between  the  State  Department,  the  NSC,  Commerce 
and  ACDA. 

The  particular  items  that  were  sold,  in  that  case,  are  now  on  the 
Australia  Group  control  list  for  biological  agents,  which  means  that 
they  automatically  would  be  reviewed  by  ACDA  during  the  export 
process.  So,  if  that  were  to  occur  today,  if  that  kind  of  license  were 
presented  today,  ACDA  would  be  involved  and  obviously  would 
bring  the  arms  control  issue  to  the  forefront. 

[Clerk's  note. — Subsequent  to  the  hearing,  the  following  infor- 
mation was  provided:] 

Since  the  time  of  those  shipments,  during  the  Reagan  administration,  several 
things  have  changed.  This  Administration  has  expanded  and  strengthened  control 
over  these  kinds  of  export  requests.  The  kind  of  pathogens  involved  are  now  on  an 
Australia  Group  "control"  list — so  that  ACDA,  as  well  as  Commerce  and  State, 
would  have  to  review  any  such  request  for  export.  We  would,  of  course,  consider  all 
the  implications — including  the  BWC — in  reviewing  such  a  request. 
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Mr.  Skaggs.  Are  there  other  back  doors  that  haven't  been  closed, 
that  need  to  be  addressed? 

EXPORT  ADMINISTRATION  ACT 

Mr.  Holum.  Well,  that  needs  to  be  addressed  in  the  context  of 
the  Export  Administration  Act,  which  is  about  to  be  sent  to  the  Hill 
sometime  later  this  month.  You  can  always  do  it  there.  But  what 
we  are  focusing  on  at  ACDA  is  the  fact  that  when  the  ACDA  revi- 
talization  legislation  was  under  consideration  by  the  Senate,  given 
that  the  EAA  was  not  ready  to  go  yet,  National  Security  Advisor 
Lake  wrote  last  year  to  Chairman  Pell  of  the  SFRC  Committee  and 
explained  that  ACDA  would  be  a  participant  in  the  necessary  tech- 
nical advisory  committees  that  establish  control  lists  and  would 
have  an  opportunity  to  review  whatever  licenses  we  felt  it  was  nec- 
essary to  be  involved  in,  as  negotiated  between  Commerce  and 
ACDA. 

So  as  of  now,  I  don't  know  any  other  back  doors. 

I  know  that  we  review  a  great  many  licenses.  But  I  hesitate  to 
say  that  the  doors  are  completely  shut. 

Mr.  Skaggs.  Well,  there  is  always  going  to  be  a  tension  between 
the  security  and  the  export  forces  within  the  government,  and  I 
don't  know  that  there  is  anything  we  can  do  about  that. 

BUDGET  INCREASES 

Just  one  final  question.  I  just  want  to  make  sure  I  understood 
your  testimony  and  the  materials  you  submitted.  All  of  the  budg- 
etary and  FTE  increases  that  you  are  requesting  are  specifically 
identifiable  to  increased  responsibilities  in  the  negotiating  arena 
facing  you  in  the  next  year;  is  that  correct? 

Mr.  Holum.  That  is  right.  ACDA  negotiates  and  provides  staff 
support  for  the  Comprehensive  Test  Ban  negotiations,  the  exten- 
sion of  the  Nuclear  Non-Proliferation  Treaty,  and  the  implementa- 
tion of  the  Chemical  Weapons  Convention.  Those  are  the  three  big 
activities  this  year  and  into  1995. 

Mr.  Skaggs.  Thank  you,  Mr.  Chairman. 

Mr.  Carr.  Mr.  Moran. 

INDIA  AND  PAKISTAN 

Mr.  Moran.  Thank  you,  Mr.  Chairman.  First  let  me  follow  up  on 
the  reference  that  Chairman  Carr  made  to  Pakistan.  I  didn't  catch 
the  conversation  about  North  Korea.  I  don't  recall  you  addressing 
that.  And  if  we  are  going  to  talk  about  Pakistan,  we  need  to  talk 
about  India  as  well. 

Can  you  address  that? 

Mr.  Holum.  Yes.  What  I  think  is  important  as  to  what  we  have 
been  pursuing,  aside  from,  where  necessary,  implementing  sanc- 
tions against  suppliers  of  technology  to  India  and  Pakistan — let  me 
break  into  that  sentence  and  amplify  on  that  a  little  bit.  The  Ad- 
ministration has  implemented  sanctions  related  to  missile  tech- 
nology on  both  Russia,  with  respect  to  sales  of  certain  rocket  en- 
gines to  India,  and  on  China,  with  reference  to  the  sale  of  M-ll 
missile  parts  to  Pakistan.  So  there  are  some  tangible  steps  that 
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have  been  taken  on  weapons  of  mass  destruction  and  their  means 
of  delivery  in  both  countries. 

In  addition,  we  are  discouraging  other  countries  from  supplying 
nuclear  capabilities — nuclear-related  equipment — to  both  India  and 
Pakistan.  That  affects,  in  particular,  China  in  connection  with 
Pakistan. 

Beyond  that,  we  need  to  work  on  the  demand  side.  We  need  to 
reduce  the  demand,  or  the  interest  in  nuclear  weapons,  for  both  of 
those  countries.  The  basic  objective  of  our  policies  is  to  cap  and 
then  roll  back  the  nuclear  potential.  We  are  pursuing  those 
through  things  like  the  arms  control  consultations  that  I  mentioned 
earlier,  the  arms  control  contacts  in  a  broader  sense,  and  then 
through  efforts  to  work  on  the  regional  level  with  China,  India, 
Pakistan,  Russia  and  the  United  States. 

The  difficulty  you  keep  getting  into  is  Pakistan  says,  "We  need 
nuclear  weapons  because  India  has  them."  India  says,  "No  matter 
what  Pakistan  does,  we  will  continue  to  develop  nuclear  weapons, 
because  our  concern  is  China,  not  Pakistan."  So  that  leads  you  to 
the  conclusion  that  you  need  to  work  on  it  as  a  regional  problem 
rather  than  just  with  the  two  countries. 

Mr.  MORAN.  Are  we  applying  an  equal  policy  to  both?  Most  peo- 
ple assume  that  we  are  punishing  Pakistan  and  giving  preferential 
treatment  to  India.  What  is  your  perspective? 

PRESSLER  AMENDMENT 

Mr.  Holum.  In  a  practical  sense  we  really  are  applying  an  equal 
policy.  The  Pressler  amendment  does  not  apply  to  India,  as  you 
know,  but  at  the  same  time  we  never  had  a  large  military  supply 
relationship  with  India  such  as  that  which  we  had  with  Pakistan. 
Our  aid  programs  in  India,  because  they  got  most  of  their  military 
supply  from  the  former  Soviet  Union,  was  humanitarian  assistance, 
which  isn't  covered  by  the  Pressler  amendment.  So  as  a  practical 
matter,  the  impact  is  roughly  the  same. 

It  is  true  that  there  is  no  Pressler  amendment  that  is  applied  to 
India. 

Mr.  MORAN.  You  don't  make  any  recommendation  in  that  regard, 
since  both  of  them  are  going  ahead  with  their  nuclear  capability? 

Mr.  HOLUM.  I  doubt  whether  it  would  be  productive.  At  the  mo- 
ment, we  haven't  made  a  recommendation  to  that  effect. 

CHINA 

Mr.  MORAN.  Pakistan  says  that  they  won't  and  can't  stop  devel- 
oping their  nuclear  capability,  given  the  situation  in  Kashmir  and 
Punjab,  as  long  as  India  is  going  full  force  ahead.  India  says  they 
are  going  to  go  full  force  ahead,  because  of  the  threat  from  China. 

The  point  I  wanted  to  make  is  that  it  would  seem  China  is  less 
of  a  threat  because  China  doesn't  seem  to  be  anywhere  near  as  ag- 
gressive militarily  as  many  people  portray  them  to  be.  Their  prior- 
ity is  economic  development,  and  at  a  13  percent  economic  growth 
rate  a  year,  the  last  thing  they  want  to  do  is  get  in  a  war.  Things 
are  going  so  splendidly  for  them  from  a  standard  of  living  stand- 
point. 
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So  you  would  think  those  dynamics  might  be  changing  a  little 
bit.  I  can't  imagine  India  is  seriously  concerned  that  China  is  really 
contemplating  any  kind  of  future  warfare  with  India. 

Mr.  Holum.  I  agree  with  you,  Congressman  Moran.  I  would  dis- 
pute the  notion,  first,  that  India  is  seriously  threatened  with  nu- 
clear weapons  from  China;  and  also  that  nuclear  capability  is  the 
answer  for  either  of  those  Countries.  What  they  need  to  come  to 
terms  with  is  the  proposition  that  getting  themselves  involved  in 
a  nuclear  arms  race — and  now,  in  particular,  when  they  are  mov- 
ing in  the  direction  of  missile  capabilities  and  missile  delivery  sys- 
tems— is  a  very  bad  idea  for  both  of  them.  It  detracts  from  their 
security  rather  than  enhances  it. 

Mr.  Moran.  Absolutely.  Well,  good.  I  am  glad.  I  just  hope  that 
that  is  a  public  stance  that  ACDA  takes. 

Now,  with  regard  to  North  Korea,  what  is  most  troubling  right 
now  is  the  stance  that  China  just  took  vis-a-vis  North  Korea — es- 
sentially blocking  the  allied  nations  from  being  able  to  impose  the 
requirement  for  inspections.  Breaking  ranks  is  tantamount  to  say- 
ing this  procedure  is  not  going  to  work. 

Now,  I  am  tremendously  impressed  by  what  China  has  been  able 
to  accomplish  in  the  last  five  or  six  years.  But  it  would  seem  that 
we  have  all  the  more  leverage  over  them  as  a  result,  economic  le- 
verage, and  given  the  MFN  status  and  so  on.  Do  you  think  we  are 
going  to  do  something  to  suggest  to  China  that  they  can't  be  pro- 
tecting these  rogue  nations  like  North  Korea,  as  they  have  tried  to 
do,  right  now? 

Mr.  Holum.  I  guess  I  would  characterize  it  a  little  bit  differently 
in  two  ways. 

UN  SECURITY  COUNCIL 

One,  I  have  seen  the  press  report  you  are  referring  to.  I  don't 
think  the  story  is  over  yet  in  terms  of  what  is  likely  to  happen  as, 
when  and  if,  and  I  hope  it  remains  an  if,  we  have  to  move  toward 
the  Security  Council  aspect  of  this.  Because  that  would  mean  that 
the  current  track  has  failed  and  we  need  to  try  something  else.  I 
hope  that  the  current  track  succeeds,  although  things  are  looking 
dim.  But  if  we  moved  in  that  direction,  I  think  it  remains  to  be 
seen  what  position  China  will  take  in  the  Security  Council;  and  it 
will  depend,  to  some  extent,  on  what  specifically  is  presented. 

IAEA 

At  the  same  time,  I  think  it  is  important  to  note  that  while  they 
have  been  encouraging  somewhat  greater  flexibility  than  we  would 
on  the  part  of  the  IAEA,  China  has  played  a  constructive  role  in 
the  process  of  trying  to  persuade  North  Korea,  that  they  need  to 
live  up  to  their  nonproliferation  obligations.  We  have  taken  a  very 
firm  position  that  nobody  should  be  pressuring  the  IAEA,  and  that 
the  IAEA  needs  to  make  an  objective  determination  as  to  what  is 
required  to  maintain  continuity  of  safeguards.  China  would  encour- 
age more  dialogue,  but  the  differences  are  not  great.  We  are  on  the 
same  side  of  the  issue. 

Mr.  Moran.  Did  you  want  to  say  something? 

Mr.  Carr.  Well,  we  have  a  vote.  Maybe  we  should  take  a  recess 
and  come  back? 
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Mr.  Moran.  No.  I  am  finished.  I  just  wanted  to  make  a  state- 
ment. 

For  what  it  is  worth,  I  am  afraid  that  we  are  in  a  similar  situa- 
tion to  the  one  we  had  with  Russia,  where  they  said,  "Don't  worry, 
we  will  intervene  and  we  will  take  care  of  Serbian  aggression;  just 
don't  do  anything  without  our  approval."  And  so  the  situation  has 
deteriorated  for  two  years,  and  we  may  have  a  similar  situation 
here. 

We  don't  want  to  alienate  China;  they  say  they  will  take  care  of 
it,  and  meanwhile  North  Korea  is  going  full  speed  ahead  with  its 
nuclear  capability.  But  that  is  not  a  question;  that  is  just  an  obser- 
vation. 

That  concludes  my  interests,  Mr.  Chairman. 

Mr.  Carr.  Okay.  Well,  with  that  and  our  vote,  we  want  to  thank 
you  for  being  here  today,  and  I  am  sure  the  committee  will  give  you 
as  much  support  as  we  can. 

Mr.  Holum.  Thank  you  very  much. 

[The  following  questions  were  submitted  to  be  answered  for  the 
record:] 
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Questions  from  Chairman  Smith 
Renewal  of  ACDA 

In  last  year's  hearing,  we  discussed  with  your  predecessor 
the  proposal  of  some  people  in  the  Administration  to  fold 
ACDA  into  the  State  Department.   The  Administration 
abandoned  that  idea  and  has  pledged  to  the  Congress  that 
ACDA  will  remain  independent.   How  will  the  Administration 
and  how  will  you  ensure  that  ACDA ' s  independence  will 
remain  in  tact? 


As  a  result  of  the  President's  decision  to  revitalize 
ACDA,  the  agency  is  and  will  remain  a  key  player  in 
addressing  and  implementing  the  Administration's  arms 
control,  nonprolif eration  and  disarmament  policies.   These 
include: 

—   Negotiation  of  a  comprehensive  nuclear  test  ban; 
Ratification  and  implementation  of  the  Chemical 
Weapons  Convention; 

Extension  of  the  Treaty  on  the  Non-Prolif eration  of 
Nuclear  Weapons; 

Negotiation  of  a  ban  on  fissile  material  production 
for  nuclear  explosive  purposes;  and, 
Continued  implementation,  dismantlement,  and 
verification  activities  in  support  of  arms  control 
agreements  such  as  START,  ABM,  INF,  CFE  and  Open  Skies 

As  the  primary  advisor  to  the  President  on  issues 
concerning  arms  control,  nonprolif eration  and  disarmament 
policy,  the  ACDA  Director  or  his  designee  participates  in 
the  development,  formulation,  and  implementation  of  such 
policy.   In  addition,  the  Director  or  his  designee 
represents  the  USG  at  bilateral  and  multilateral 
negotiations  and  presents  the  official  USG  policy  in 
international  fora  dealing  with  such  policy  matters.  For 
example,  on  January  25,  1994,  as  the  new  ACDA  Director,  I 
opened  the  Plenary  session  of  the  Geneva-based  Conference 
on  Disarmament  (CD)  and  read  a  message  from  President 
Clinton  that  stated,  in  the  President's  perspective,  the 
CD's  top  priority  is  "the  negotiation  of  a  comprehensive 
and  verifiable  ban  on  nuclear  explosions."   In  keeping 
with  ACDA's  role  for  managing  negotiations,  I  designated 
Acting  Deputy  Director  Thomas  Graham  to  lead  the  US 
delegation  for  the  1995  Conference  on  the  Treaty  on  the 
Non-Prolif eration  of  Nuclear  Weapons.   Most  recently, 
Acting  Deputy  Director  Graham  led  the  delegation  to  the 
second  meeting  of  the  Preparatory  Committee  held  January 
17-21,  1994  at  the  UN  headguarters  in  New  York.   With 
respect  to  the  day-to-day  operations  of  the  USG  on  arms 
control,  nonproliferation,  and  disarmament  matters, 
representatives  of  ACDA  attend  and  chair  interagency 
meetings  concerning  these  issues, 
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including  backstopping  committees  devoted  to  the 
negotiations  and  implementation  of  arms  control  treaties. 
Finally,  ACDA  is  the  central  point  of  contact  within  the 
USG  for  arms  control,  nonprolif erat ion  and  disarmament 
research  conducted  by  the  Government,  and  has  been 
directed  to  maintain  a  complete  record  of  negotiating 
histories  of  arms  control,  nonprolif eration  and 
disarmament  treaties. 

Accordingly,  ACDA  under  the  Clinton  Administration  has 
emerged  from  the  debate  over  its  future  strengthened  and 
rejuvenated.   In  fact,  the  debate  and  the  analysis  that  it 
engendered  has  had  a  beneficial  effect  on  both  ACDA  and 
other  agencies.   The  full  range  of  ACDA ' s  expertise,  the 
value  of  its  perspective,  and  the  contribution  that  it  has 
made  and  can  make  to  the  formulation  of  sound  national 
security  policy  is  better  understood  and  appreciated  than 
it  was  before  the  review  took  place.   With  the  strong 
bipartisan  legislative  underpinning  that  the  revised  ACDA 
Act  provides,  and  with  the  help  of  a  very  strong  team  of 
energetic  individuals,  ACDA  should  be  able  to  maintain  its 
independence  and  its  effectiveness  as  envisioned  both  by 
the  President  and  the  Congress. 
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Renewal  of  ACDA 

2.   What  was  ACDA's  role  in  the  recent  summit  between  President 
Clinton  and  President  Yeltsin? 

One  of  the  big  issues  in  the  summit  was  securing  Ukraine's 
agreement  to  dismantle  its  nuclear  weapons.  What  role  did 
ACDA  play  in  advising  the  President  on  this  issue? 

A.   ACDA  contributed  meaningfully  to  the  critical  preparations  for 
the  Summit  and  the  negotiation  of  the  U.S. -Russian-  Ukrainian 
Trilateral  Statement  that  was  issued  at  the  Summit.   The 
Trilateral  Statement  opened  the  way  for  Ukraine's 
unconditional  ratification  of  the  START  I  Treaty  and  the 
shipment  to  Russia  of  the  nuclear  warheads  located  in  Ukraine, 
in  accordance  with  Ukraine's  Lisbon  Protocol  Commitments. 
Senior  ACDA  officials  participated  in  key  NSC  policy  meetings 
that  developed  the  U.S.  approach  to  the  Summit.   A  senior  ACDA 
official  was  a  member  of  the  U.S.  team  that  conducted  the 
final  negotiation  of  the  Trilateral  Statement  with  Russian  and 
Ukrainian  officials  in  Washington  prior  to  the  Summit.   ACDA 
officials  also  reviewed  and  cleared  key  cables  to  Kiev  and 
Moscow  pertaining  to  the  Summit. 
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Renewal  of  ACDA 

How  do  you  see  a  renewed  ACDA,  and  how  does  this  budget 
submission  reflect  renewal  of  the  Agency.   For  example,  the 
various  bureaus  of  the  Agency  appear  to  have  been  renamed. 
Is  this  a  change  in  name  only  or  do  these  names  changes 
represent  substantive  change? 


ACDA  is  playing  and  will  continue  to  play  a  key  role  in 
addressing,  developing,  and  implementing  the  Clinton 
Administration's  arms  control,  nonproliferation  and 
disarmament  priorities  in  a  greatly  changed  post-Cold  War 
World.   These  include  the  negotiations  on  a  comprehensive 
test  ban,  the  implementation  of  the  Chemical  Weapons 
Convention,  the  extension  of  the  Non-Prolif eration  Treaty, 
the  continuation  of  implementation  and  verification 
activities,  as  well  as  pursuing  new  initiatives  such  as  a 
fissile  material  production  cut-off. 

The  change  in  names  of  bureaus  does  reflect  change  in 
responsibilities  to  reflect  new  priorities  and  divisions  of 
labor.   A  thorough  review  of  the  utilization  of  ACDA 
resources  is  currently  being  conducted,  and  depending  on 
the  outcome,  further  changes  may  be  in  order. 
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Renewal  of  ACDA 

4.    What  is  the  status  of  the  Administration's  efforts  to  fill 
the  bureau  director  positions? 

A.    The  White  House  has  under  consideration  potential 

candidates  for  the  four  Assistant  Director  positions  at 
ACDA. 
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Status  of  Authorization 

1.   What  is  the  status  of  ACDA's  authorization  for  both  fiscal 
year  1994  and  fiscal  year  1995  —  will  you  need  to  have  the 
conference  committee  on  the  authorization  bill,  which  I 
understand  will  meet  in  the  next  few  weeks,  adjust  the  FY  1994 
and  FY  1995  authorization  amounts  in  order  to  cover  the 
enacted  appropriation  and  the  FY  1995  request? 

A.   The  ACDA  Authorization  bill  has  been  passed  by  the  House  and 
the  Senate  and  is  awaiting  action  by  the  Conference 
Committee.   It  is  our  hope  that  the  Conference  results  will  be 
consistent  with  the  President's  FY  1995  budget  request. 
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Other  Legislative  Proposals 

Do  you  have  any  other  legislative  proposals  pending  before 
Congress,  and  do  you  plan  to  submit  any  additional  legislative 
proposals  during  this  session? 


Yes.   In  conjunction  with  the  ratification  of  the  Chemical 
Weapons  Convention  we  have  developed  implementing  legislation 
which  is  expected  to  be  formally  submitted  this  spring  to 
Congress . 
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Other  Legislative  Proposals 

In  the  budget  document,  you  identify  the  General  Advisory 
Committee  (GAC)  --  what  is  the  function  of  this 
organization,  and  what  is  its  current  legislative  status? 


The  General  Advisory  Committee  (GAC)  is  a  fifteen-member 
committee  established  pursuant  to  Section  26  of  the  Arms 
Control  and  Disarmament  Act,  as  amended  (22  U.S.C.,  Sec. 
2566).   Its  purpose,  as  described  in  the  Act,  is  to  "advise 
the  President,  the  Secretary  of  State,  and  the  ACDA 
Director  on  matters  affecting  arms  control,  disarmament, 
and  world  peace."   Members  of  the  GAC  are  selected  from  the 
highest  levels  of  business,  industry,  academia,  and  labor. 
Historically,  the  GAC  has  provided  the  President  with 
advice  on  such  issues  as  Soviet  treaty  compliance,  the 
desirability  of  MIRV  warheads  and  mobile  ICBM^s,  and  the 
impact  of  arms  control  proposals  on  the  United  States. 

The  GAC ' s  future  status  will  be  determined  pending 
Congressional  action  on  ACDA's  authorization  legislation 
which  is  currently  in  conference. 
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Requested  Budget  Increases 

Your  FY1995  budget  request  for  ACDA  is  an  increase  of 
$7,778,000  or  14.5  percent  over  the  FY1994  appropriation 
In  light  of  the  overall  reduction  from  the  FY1994 
appropriated  levels  mandated  by  the  statutory  caps  for 
fiscal  year  1995,  doesn't  this  requested  increase  seem 
excessive? 


The  Administration  requests  $61,278  million  for  FY-95  to 
support  the  ACDA  revitalization  called  for  by  President 
Clinton.   This  is  the  minimum  level  necessary  to  address 
his  arms  control,  nonprolif erat ion,  and  disarmament 
priorities.   The  Administration's  most  immediate  priorities 
include  negotiations  on  a  comprehensive  test  ban,  extension 
of  the  NPT,  and  ratification  and  implementation  of  the 
Chemical  Weapons  Convention. 

In  particular,  ACDA  needs  $6.3  million  in  FY-95  above  the 
current  FY-94  funding  level  to  meet  the  U.S.  Government's 
obligations  to  fund  the  Non-Prolif eration  Treaty  Conference 
and  the  U.S.  share  of  the  preparatory  and  implementation 
activities  of  the  Chemical  Weapons  Convention. 
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Requested  Budget  Increases 


As  part  of  this  increase  I  see  you  are  asking  for  an 
additional  nine  FTE  for  FY1995.   How  can  you  explain  this 
requested  increase  in  light  of  the  President's  proposal  to 
reduce  100,000  FTE  and  the  Congressional  initiative  to 
reduce  252,000  FTE  over  a  three-year  period? 


For  FY-95  OMB  has  approved  a  level  of  251  FTE  as  part  of 
ACDA's  revitalization  as  called  for  by  President  Clinton, 
This  is  the  minimum  level  necessary  to  address  the  arms 
control,  nonproliferation,  and  disarmament  priorities  of 
the  Clinton  Administration  and  the  Congress. 
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Requested  Budget  Increases 

The  budget  justifications  don't  really  give  any  specifics 
as  to  the  need  for  nine  additional  FTE .   What  is  the 
justification  for  these  additional  positions  —  is  it 
increased  workload  or  catch-up  from  reductions  in  earlier 
budget  requests  or  some  other  reason? 

Please  provide  for  the  record  the  title,  grade,  salary 
level,  lapse  rate  and  justification  for  each  of  these 
positions . 


OMB  approved  a  level  of  251  FTE  as  part  of  ACDA's 
revitalization  as  called  for  by  President  Clinton  to 
address  his  arms  control  and  nonprolif eration  priorities. 
The  distribution  for  these  positions  is  as  follows: 

2  positions  to  provide  backstopping  to  the  CTB  and 
fissile  material  production  cut-off  negotiations  in 
Geneva 

1  position  to  enhance  backstopping  to  facilitate 
implementation  of  the  ABM  and  INF  Treaties  as  well  as 
addressing  Theater  High-Altitude  Area  Defense  issues 

2  positions  to  assist  with  IAEA  safeguard  and 
technical  cooperation  activities 

2  positions  to  assist  and  promote  enhanced  adherence 
to  nonprolif eration  efforts,  particularly  within  the 
Missile  Technology  Control  Regime  (MTCR) 
2  positions  to  participate  in  policy  development  on 
dual-use  export  controls 

These  new  positions  will  be  identified  as  either  Foreign 
Affairs  Specialists  or  Physical  Scientists.   The  grade 
structure  and  salary  will  range  from  GS-9/11  ($30-37K)  at 
the  entry  levels  and  move  up  to  GS-13/14  ($53-62K)  at  the 
full  performance  levels. 
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Administrative  Reductions  and  FTE  Cuts 

1.    It  is  not  clear  from  the  justification  materials  if  ACDA 

is  participating  in  the  Administration's  program  to  reduce 
administrative  expenditures  in  all  Federal  agencies?   What 
are  the  costs  reflected  in  this  budget  reguest  for  these 
items? 

a.    Please  provide  for  the  record  the  total  amount  of 

administrative  reductions  and  the  specific  object  classes 
where  the  cuts  will  be  taken,  and  the  number  of  FTE 
reductions,  related  dollar  amounts  and  justification. 

A.    ACDA  administrative  reductions,  totaling  $1,112,000  or  6% 
for  FY-95,  were  taken  to  be  in  compliance  with  the 
President's  Executive  Order  #12837.   These  reductions  will 
be  taken  from  object  classes  21  (travel),  23  (services), 
25  (maintenance  and  other),  26  (supplies)  and  31 
(eguipment ) . 

Personnel  reductions  (object  classes  11  and  12)  for  4  FTE, 
totaling  an  estimated  $225,000  for  FY-95,  were  taken  to  be 
in  compliance  with  Executive  Order  #12839. 

Every  effort  continues  to  be  made  to  ensure  that  ACDA's 
operations  are  efficient  and  well  managed. 
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Increase  for  Overseas  Administrative  Support  and  Travel 

Your  budget  includes  a  $297,000  increase  for  overseas 
administrative  support  and  an  increase  of  $235,000  for 
travel  costs.   In  light  of  the  Administration's  plan  to 
reduce  administrative  costs,  including  travel,  for  all 
agencies  over  a  three-year  period,  how  can  you  justify 
these  increases? 


A.    These  increases  will  be  used  to  support  the  arms  control, 
nonprolif eration,  and  disarmament  priorities  established 
by  both  the  President  and  the  Congress.   These  include  the 
necessary  support  for  the  U.S.  delegations  to  the 
Conference  on  Disarmament  in  Geneva,  where  negotiations  on 
a  comprehensive  test  ban  are  being  undertaken,  to  the 
preparatory  activities  for  entry  into  force  of  the 
Chemical  Weapons  Convention  in  The  Hague,  and  to  the  U.S. 
delegations  to  the  preparatory  meetings  for  the  1995 
Non-Prolif eration  Treaty  Conference. 
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NPT  Extension  Conference 

The  FY-1995  budget  request  includes  an  increase  of 
$1,843,000  for  the  NPT  Extension  Conference. 
Specifically,  what  will  these  funds  be  used  for  and  are 
there  additional  costs  for  this  item  in  fiscal  year  1996 
and  beyond? 


NPT  Review  Conferences  are  held  every  five  years,  the  last 
being  in  1990.   Four  Preparatory  Committees  (PrepCom)  have 
been  scheduled  in  connection  with  the  1995  Conference 
which  will  both  review  the  Treaty  and  decide  its  future 
duration.   Each  PrepCom  is  of  one-week  duration,  while  the 
1995  Review  Conference  itself  will  last  four  weeks.   The 
increase  of  $1,843,000  reflects  the  much  larger  servicing 
costs  for  the  NPT  Conference  over  the  costs  of  the 
PrepCom.   In  the  expectation  that  the  Treaty  will  be 
extended  indefinitely  in  1995,  we  would  anticipate  review 
conferences  will  be  held  every  five  years  with  PrepComs 
commencing  roughly  two  years  in  advance  of  the  review 
conferences . 


N 
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NPT  Extension  Conference 

2.    Why  is  ACDA  funding  this  item,  and  why  shouldn't  it  be  a 
State  Department  responsibility  in  its  Conferences  and 
Contingencies  appropriation? 

A.    It  is  true  that  the  International  Conferences  and 

Contingencies  (ICC)  account  exists  to  fund  the  costs  of 
conferences  such  as  this  one.   However,  several  features 
make  this  a  unique  case  deserving  of  different  treatment. 
First,  ACDA  is  the  lead  agency  within  the  USG  for  the  NPT 
and  the  1995  NPT  Extension  and  Review  Conference.   Second, 
unlike  other  conferences,  the  NPT  review  conferences  are 
held  at  wide  intervals,  making  it  difficult  for  ICC  to 
budget  for  them.   In  view  of  these  points  and  the  critical 
importance  of  the  NPT  to  U.S.  nonprolif eration  and  arms 
control  policy  objectives,  the  Administration  has  included 
funding  the  costs  related  to  the  1995  NPT  conference  in 
ACDA's  budget  request. 
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External  Research  Budget 

The  FY1995  budget  reguest  includes  $1,000,000  for  external 
research,  the  same  amount  that  was  provided  for  this 
activity  in  FY1994.   In  light  of  the  renewed  role  of  ACDA 
and  your  additional  responsibilities,  is  this  amount 
sufficient? 

If  you  had  to  allocate  additional  resources  to  this  item, 
which  of  the  other  increases  reguested  would  you  reduce? 


These  two  guestions  are  best  answered  together.   ACDA 
research  funds  have  traditionally  been  limited  for  the 
tasks  to  be  performed  despite  the  fact  that  the  issues 
facing  ACDA  are  expanding  in  complexity,  importance,  and 
scope.   We  do  not,  however,  seek  more  resources  as  this 
would  reguire  a  reduction  in  other,  higher  priority 
programs.   In  the  hierarchy  of  needs  there  is  greater 
flexibility  in  research  investment,  and  we  believe  we  can 
operate  an  effective  program  within  the  President's  budget 
reguest.   We  are  no  strangers  to  working  with  an  austere 
external  research  budget.   It  will  mean  at  times  rejecting 
worthy  projects  to  focus  resources  on  higher  priority 
ones.   In  order  to  maximize  the  return  on  these  limited 
"investments",  ACDA,  as  it  has  in  the  past,  will  establish 
interagency  agreements  with  other  agencies  to  optimize  the 
synergy  of  arms  control-related  research  efforts  and  the 
benefits  of  the  results.   ACDA  supports  the  President's 
budget,  which  allows  for  growth  in  high  priority 
activities  consistent  with  ACDA's  mission,  while 
continuing  to  maintain  essential  ones.   Therefore  we  have 
planned  our  research  projects  around  a  zero-growth 
external  research  budget. 


78-273  0—94 13 
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ACDA's  Geneva  Operations 

What  amount  is  budgeted  for  ACDA's  Geneva  operations  for 
FY1995,  what  activities  does  that  amount  cover,  and  how 
does  that  amount  compare  to  FY-1994? 

What  is  the  reason  for  the  difference? 

Are  your  Geneva  support  activities  integrated  with  the 
support  activities  of  other  U.S.  Government  agency 
missions  in  Geneva?   If  not,  why? 


The  FY-1995  budget  for  Geneva  operations  is  estimated  at 
$4,097,000,  which  represents  an  increase  of  $197,000  over 
the  FY-1994  amount  of  $3,900,000.   These  funds  will  be 
used  to  meet  the  increased  negotiating  activities  in 
Geneva  resulting  from  the  comprehensive  test  ban  and 
fissile  material  production  cutoff  efforts  --  two 
priorities  of  both  the  Congress  and  the  Administration. 

ACDA  activities  in  Geneva  are  integrated  with  activities 
of  other  agencies  to  the  extent  possible  and  as 
appropriate.   For  example,  areas  of  commonality  include 
ACDA's  participation  in  the  Foreign  Affairs  Administrative 
Support  agreement  with  the  Department  of  State. 
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Question  from  Congressman  Carr 

First-Strike  Counterforce 

I  hope  this  doesn't  happen,  but  it  may  be  that  some  day  the 
good  relations  we  now  have  with  Russia  may  revert  to 
another  Cold  War  with  a  strategic  nuclear  standoff.   What 
can  we  do  to  prevent  the  first-strike  counterforce  emphasis 
that  made  the  last  Cold  War  so  dangerous? 


If  the  Cold  War  were  to  resume,  a  prospect  that  is  remote 
but  not  inconceivable,  the  best  guarantee  of  strategic 
stability  is  to  ensure  that  the  START  I  and  START  II 
Treaties  have  been  put  into  force  and  are  being  implemented 
fully.   Indeed,  START  I  and  START  II  were  specifically 
designed  to  address  the  first  strike  counterforce  problem 
you  mentioned.   The  START  I  Treaty  will  cut  by  half  the 
former  Soviet  SS-18  heavy  ICBM  force,  and  the  START  II 
Treaty  will  not  only  eliminate  the  rest  of  that  SS-18  ICBM 
force,  but  also  eliminate  all  Russian  ICBMs  equipped  with 
multiple  independently  targetable  reentry  vehicles 
(MIRVs).   Thus  by  2003,  the  Russian  Federation  and  the 
United  States  will  have  eliminated  the  part  of  their 
strategic  offensive  arms,  i.e.,  MIRVed  ICBMs,  that  would 
have  been  most  useful  in  a  first  strike  scenario. 
Moreover,  START  II  adds  a  commitment  to  accelerate 
strategic  arms  reductions,  so  that  elimination  of  MIRVed 
ICBMs  could  be  accomplished  by  December  31,  2000,  rather 
than  by  January  1,  2003,  if  the  United  States  and  the 
Russian  Federation  can  agree  on  the  levels  of  U.S. 
dismantlement  assistance  to  carry  out  that  acceleration. 
Thus,  the  full  implementation  of  arms  control  agreements 
remains  important  to  the  national  security  of  the  United 
States  and  should  not  be  slowed  or  halted. 

Moreover,  continued  effective  monitoring  of  compliance  with 
Treaty  obligations  will  serve  as  a  deterrent  to  any 
reversal  in  the  full  implementation  of  arms  control 
agreements  on  the  part  of  our  Treaty  partners,  as  well  as 
provide  an  early  warning  indicator  of  any  change  in  the 
strategic  environment. 

With  these  reduction  agreements  in  force,  and  with  the 
renewed  commitment  of  the  Parties  to  the  ABM  Treaty,  the 
United  States  and  the  Russian  Federation  will  be  well 
established  on  the  path  of  reducing  the  likelihood  of  a 
future  strategic  nuclear  standoff  resulting  from  any 
worsening  of  relations. 
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Question  from  Congressman  Carr 

Comprehensive  Test  Ban 

1.   I  favor  the  Comprehensive  Test  Ban.   But  I'm  not  sure  how 
you  verify  low  yield  explosions  that  have  about  the  same 
explosive  energy  as  conventional  mining  explosions  that 
happen  every  day.   Can  this  be  done? 


The  primary  U.S.  objectives  for  a  CTBT  verification  regime 
are  to  verify  that  nuclear  explosions  are  not  taking  place 
and  to  help  ensure  the  resolution  of  ambiguous  events. 
Although  any  verification  regime  will  be  constrained  by  the 
limits  of  technology  and  af fordability ,  we  have  set  high 
standards  for  CTBT  monitoring  in  order  to  accomplish  these 
objectives . 

In  the  U.S.  view,  an  effective  CTBT  verification  regime 
should  include  seismic  monitoring,  radionuclide  sampling, 
and  possibly  other  remote  sensing  technigues;  on-site 
verification  measures;  and  cooperative  verification 
measures.   National  technical  means  will  also  play  a  key 
role. 

Naturally,  some  small  ambiguous  events  will  be  inevitable. 
For  example,  seismic  evidence  alone  will  not  necessarily 
distinguish  between  a  chemical  explosion  and  a  small 
nuclear  explosion.   These  kinds  of  verification  challenges 
are  being  addressed  to  elaborate  verification  measures  that 
will  minimize  the  problem  of  chemical  explosions. 

For  example,  cooperative  verification  measures,  such  as 
information  exchanges,  could  aid  in  the  identification  of 
large  chemical  explosions  which  otherwise  could  appear  to 
be  nuclear  explosions.   The  Treaty  could  reguire  that 
parties  provide  advance  notification  of  chemical  explosions 
above  a  certain  size,  with  provisions  for  on-site 
observation  of  some  or  all  of  such  explosions.   Such 
measures  could  be  important  in  avoiding  otherwise  ambiguous 
events  and  minimizing  false  alarms. 
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Question  from  Congressman  Carr 

Export  Controls  on  Land  Mines 

I'm  concerned  that  children  and  farmers  around  the  world 
are  being  killed  by  the  land  mines  implanted  years  or 
decades  earlier.   There's  a  lot  of  support  for  controls  on 
the  export  of  anti-personnel  mines.   Are  export  controls 
enough,  or  do  we  need  other  measures  as  well? 


Export  controls  are  useful  and  ACDA  fully  supports  them. 
But  they  do  not  prevent  a  country  from  making  mines  for  its 
own  use;  neither  do  they  prevent  a  single  mid-tech  country 
from  remaining  outside  the  regime,  setting  itself  up  as 
mine  supplier  to  the  world,  and  selling  any  number  of  any 
kind  of  mines  to  anyone.   We  are  exploring  the  feasibility 
of  controls  on  production,  use,  importing,  and  other 
aspects  of  land  mines. 
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Question  from  Congressman  Rogers 

Staffing 

Last  year,  ACDA  was  reguired  to  comply  with  the 
Administration's  executive  order  to  reduce  personnel. 
However,  in  FY95,  ACDA  is  reguesting  an  increase  of  9  FTE 
to  "revitalize"  the  agency. 

What  is  the  justification  for  these  increases,  and  how 
will  these  help  "revitalize"  the  agency? 

Please  provide  a  distribution  of  these  FTE  within  the 
agency?   How  many  of  these  FTE  will  be  non-career 
political  appointees? 

How  much  of  your  $7.8  million  increase  is  for  the  9 
additional  FTE  in  FY95? 

At  a  time  when  most  other  agencies  are  being  called  on  to 
cut  personnel  to  reduce  the  workforce,  why  is  ACDA  being 
exempted?   Why  then  was  ACDA  reguired  to  comply  with  cuts 
in  FY94? 


OMB  approved  a  level  of  251  FTE  as  part  of  ACDA's 
revitalization  as  called  for  by  President  Clinton  to 
address  his  arms  control  and  nonproliferation  priorities. 
The  distribution  for  these  positions  is  as  follows: 

2  positions  to  provide  backstopping  to  the  CTB  and 
fissile  material  production  cut-off  negotiations  in 
Geneva 

1  position  to  enhance  backstopping  to  facilitate 
implementation  of  the  ABM  and  INF  Treaties  as  well  as 
addressing  Theater  High-Altitude  Area  Defense  issues 

2  positions  to  assist  with  IAEA  safeguard  and 
technical  cooperation  activities 

2  positions  to  assist  and  promote  enhanced  adherence 
to  nonproliferation  efforts,  particularly  within  the 
Missile  Technology  Control  Regime  (MTCR) 
2  positions  to  participate  in  policy  development  on 
dual-use  export  controls 

These  new  positions  will  be  identified  as  either  Foreign 
Affairs  Specialists  or  Physical  Scientists.   The  grade 
structure  and  salary  will  range  from  GS-9/11  ($30-37K)  at 
the  entry  levels  and  move  up  to  GS-13/14  ($53-62K)  at  the 
full  performance  levels. 

There  are  no  non-career  political  appointees  within  these 
9  FTE. 

Personnel  compensation  for  these  positions  is  estimated  at 
$495,000. 

Prior  year  reductions  were  accomplished  in  compliance  with 
the  President's  Executive  Order  #12839. 
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Question  from  Congressman  Rogers 

Staffing 

In  FY93,  the  Agency  reprogrammed  over  $4  million  from 
savings  in  personnel  costs  due  to  unfilled  vacancies  to 
fund  assessments  for  the  Preparatory  Commission  on  the 
Chemical  Weapons  Convention. 

How  was  the  agency  able  to  save  $4  million  --  almost  10% 
of  your  budget  request  —  in  personnel  savings? 

Do  you  anticipate  additional  personnel  savings  in  FY94? 
If  so,  how  much? 

How  many  unfilled  vacancies  do  you  currently  have?   Please 
provide  the  title,  grade,  and  salary  for  each  position. 

Does  your  FY95  budget  assume  that  all  these  vacancies  will 
be  filled  by  the  start  of  the  fiscal  1995? 

Is  it  realistic  to  assume  that  you  will  fill  all  existing 
vacancies  and  hire  an  additional  9  FTE  by  the  start  of 
FY95?   Please  provide  the  title,  grade,  and  salary  for  the 
requested  9  additional  FTE. 

Please  provide  for  the  record  your  budget  requirements 
assuming  a  75%,  50%,  and  25%  lapse  rate  in  filling 
vacancies  in  FY95. 

Please  provide  a  list  of  the  number  of  non-career 
political  appointees  in  FY92,  FY93,  FY94,  and  requested 
FY9  5. 


In  FY93,  ACDA  was  able  to  realize  savings  for  several 
reasons:   during  the  transition  from  the  Bush  Admini- 
stration to  the  Clinton  Administration  there  was  a 
decrease  in  arms  control  activities  and  associated  travel; 
most  of  the  political  appointee  positions  remained  vacant; 
and  chemical  weapons  control  activities  shifted  from 
Geneva,  where  negotiations  took  place,  to  The  Hague,  where 
the  CWC  is  being  implemented.   As  a  result,  savings  in 
salaries,  travel,  Geneva  support,  security  and 
investigations,  and  interpreter  services  accounts  were 
realized  and  reallocated  to  meet  unanticipated  CWC 
resource  requirements  as  necessary. 

Currently,  ACDA  has  31  FTE  vacancies  of  which  19  are 
non-career  positions  and  12  are  career  personnel. 
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The  title,  grade  and  salary  for  each  position  is  as 
follows : 


Title 

Grade 

Deputy  Director* 

EX-III 

Ass't.  Director  (SEA)* 

EX- IV 

Ass't.  Director  (MA)* 

EX-IV 

Ass't.  Director  (IVI)* 

EX-IV 

Ass't.  Director  (NP)* 

EX-IV 

US  SCC  Commissioner* 

SES 

Director  of  CA* 

SES 

Director  of  PI* 

SES 

Dep.  Ass't.  Dir.  (MA) 

SES-5 

Dep.  Ass't.  Dir.  (IVI) 

SES-5 

Exec.  Secretary  to  SCC* 

GS-15 

Foreign  Affairs  Spec. 

GS-15 

Division  Chief  (NP/NST) 

GS-15 

Physical  Scientist 

GS-14 

Attorney 

GS-14 

Foreign  Affairs  Spec. 

GS-14 

Foreign  Affairs  Spec. 

GS-13 

Cong.  Affairs  Spec* 

GS-13 

Contract  Spec. 

GS-13 

Computer  Spec. 

GS-12 

Foreign  Affairs  Spec. 

GS-11 

Support  Services  Spec. 

GS-11 

Secretary* 

GS-11 

Secretary* 

GS-10 

Secretary* 

GS-10 

Secretary* 

GS-10 

Secretary* 

GS-10 

Secretary 

GS-08 

Secretary 

GS-07 

Secretary 

GS-07 

Office  Automation  Clerk 

GS-04 

Salary 

($000) 

123 

116 

116 

116 

116 

112 

112 

112 

112 

112 

73 

73 

73 

62 

62 

62 

53 

53 

53 

44 

37 

37 

37 

34 

34 

34 

34 

28 

25 

25 

18 

*Positions  are  political 

For  FY95  ACDA's  budget  assumes  that  all  vacant  and  new 
positions  will  be  filled  at  the  earliest  possible  date. 
As  identified  above,  the  new  FTE  positions  will  be 
identified  as  either  Foreign  Affairs  Specialists  or 
Physical  Scientists.   The  grade  structure  will  range  from 
GS-9/11  ($30-37K)  at  the  entry  levels  and  move  up  to 
GS-13/14  ($53-62K)  at  the  full  performance  levels.   Given 
the  estimated  cost  of  these  positions  at  $495,000,  the 
cost  of  estimated  lapse  at  75%  would  be  approximately 
$371,000;  at  50%,  $248,000;  and  at  25%,  $124,000. 
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A  list  of  the  number  of  non-career  political  appointees  is 
as  follows: 


Fiscal  Year 

Number 

92 

27 

93 

29 

94 

22 

95 

22 
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Question  from  Congressman  Rogers 

Staffing 

As  part  of  the  order,  all  agencies  are  required  to  reduce 
administrative  expenses,  including  travel,  transportation, 
printing,  etc. 

However,  you  are  requesting  a  $235,000  (7%)  increase  in 
travel  and  a  $387,000  (4%)  increase  in  overseas  and 
domestic  administrative  support. 

Why  isn't  ACDA  contributing  to  the  call  for  administrative 
reductions? 


ACDA  took  administrative  reductions  totaling  $1,112,000  or 
6%  for  FY-95  in  compliance  with  the  President's  Executive 
Order  #12837. 

The  net  increases  reflect  growth  in  selected  high  priority 
ACDA  programs,  such  as  support  for  CWC,  NPT,  CTBT  and 
fissile  material  production  cut-offs. 
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Question  from  Congressman  Rogers 

Unobligated  Balances 

1.    In  FY92,  ACDA  had  unobligated  balances  of  $2  million,  and 
again  in  FY93,  ACDA  had  $2.3  million  in  unobligated 
balances . 

Do  you  anticipate  any  unobligated  balances  in  FY94?   If 
not,  why? 

A.    We  do  not  anticipate  any  unobligated  balances  in  FY-94  as 
of  March  1994. 
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Question  from  Congressman  Rogers 

Cost  of  U.S.  Participation  in  Chemical  Weapons  Convention 

1.    In  FY94,  you  requested  $16  million  for  the  U.S.  assessment 
for  the  Preparatory  Commission.   ACDA  was  given  $9.5 
million. 

How  much  has  the  U.S.  been  billed  in  FY94  for  the 
assessment,  and  how  much  has  been  obligated?   Do  you 
expect  additional  assessments  in  FY94?   If  so,  how  much? 
If  not,  how  will  any  unobligated  funds  be  spent? 

A.    To  date  in  FY-94  the  U.S.  has  been  billed  $4,461,046.11 

for  its  CWC  PrepCom  assessment.   This  amount  was  obligated 
in  January  1994 . 

One  additional  assessment  is  anticipated  for  FY-94.   That 
assessment  amounts  to  5,511,330  Dutch  guilders  or 
approximately  $2,900,700.   (The  exact  USD  figure  depends 
on  the  exchange  rate  at  the  time  of  payment.) 

This  means  that  we  currently  anticipate  a  total  obligation 
of  funds  for  FY-94  of  approximately  $7,361,750. 

With  regard  to  the  approximately  $2  million  in  additional 
unobligated  funds,  it  may  be  that  the  $7.5  million  is  not 
adequate  and/or  that  the  costs  originally  deferred  will 
need  to  be  paid  in  1994.   In  this  scenario,  ACDA  would  be 
positioned  to  meet  these  obligations.   ACDA  is  examining 
ways  to  maximize  the  use  of  FY-94  funds  in  support  of  the 
priority  which  the  President  has  placed  on  effective  and 
timely  implementation  of  the  CWC. 
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Question  from  Congressman  Rogers 

Cost  of  U.S.  Participation  in  Chemical  Weapons  Convention 

Has  the  Senate  taken  any  action  to  ratify  the  treaty? 
When  is  the  Senate  scheduled  to  take  action?   Has  the 
House  and  Senate  begun  work  on  the  implementing 
legislation  for  the  treaty?   When  do  you  expect  action? 


President  Clinton  submitted  the  Chemical  Weapons 
Convention  to  the  Senate  on  November  23,  1993  for  its 
advice  and  consent  to  ratification.   He  urged  the  Senate 
to  give  the  Convention  early  and  favorable  consideration 
in  1994.   The  Administration  is  currently  consulting  with 
the  Senate  Foreign  Relations  Committee  on  the  timing  of 
formal  hearings  and  hopes  that  they  will  take  up  the 
Convention  as  a  Senate  priority  in  the  very  near  future. 

The  Administration  has  prepared  a  discussion  draft  of 
implementing  legislation  for  the  Convention.   This  draft 
was  provided  to  Congressional  staffs  to  initiate  a 
consultative  process.   Based  on  these  discussions,  the 
Administration  will  submit  a  proposed  formal  draft  to  the 
Congress . 
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Question  from  Congressman  Rogers 

Cost  of  U.S.  Participation  in  Chemical  Weapons  Convention 

You  have  reguested  $14  million  for  preparation  and 
implementation  of  the  treaty. 

Does  your  budget  assume  the  treaty  will  be  in  force  in  early 
1995? 

Is  it  realistic  to  assume  that  the  treaty  will  be  in  force  by 
January  1995  given  that  only  4  of  the  necessary  65  countries 
ratified  the  treaty?   By  what  point  would  ratification  need  to 
occur  for  the  treaty  to  by  in  force  by  January? 

If  the  treaty  is  not  in  force  by  early  1995,  what  will  be  the 
impact  on  PrepCom's  work  and  the  U.S.  assessment? 


Yes,  it  assumes  the  Convention  will  be  in  force  by  January 
1995.   It  is  a  policy  objective  of  the  President,  as  well  as 
an  objective  of  the  CWC  PrepCom. 

For  the  Convention  to  enter  into  force  by  the  earliest  date  of 
January  13,  1995,  65  countries  must  deposit  their  instruments 
of  ratification  with  the  Depositary  (Secretary  General  of  the 
UN)  by  July  17,  1994.   Some  countries  have  told  us  their 
parliaments  have  already  provided  approval.   A  number  of 
countries  have  informed  the  U.S.  that  they  have  submitted  the 
Convention  to  their  parliaments  for  approval.   Other  countries 
have  said  they  plan  to  submit  it  to  their  parliaments  soon. 
Many  countries  are  watching  U.S.  actions  closely  and  taking 
their  cue  from  our  progress. 

To  sustain  international  momentum  toward  entry  into  force,  the 
Administration  hopes  to  be  among  the  original  countries 
ratifying  by  July  17,  1994. 

The  Administration  believes  that  prompt  and  favorable  Senate 
consideration  of  the  Convention  will  serve  to  demonstrate  to 
other  countries  the  importance  of  timely  parliamentary 
consideration  and  the  priority  placed  by  the  U.S.  on  the 
earliest  possible  entry  into  force  of  the  Convention. 

The  PrepCom  would  continue  to  work  and  the  U.S.  assessment 
would  continue  to  be  based  on  the  same  formula  it  is  today. 

The  1994  budget  for  the  PrepCom  is  to  be  paid  by  signatory 
states  in  two  installments  -  Part  I  (Provisional  Technical 
Secretariat  baseline  expenses  for  the  whole  of  1994)  and  Part 
II  (the  final  six  months  preparatory  phase  before  entry  into 
force).   ACDA  obligated  $4,461,046.11  for  Part  I.   Part  II  of 
the  budget  is  not  due  until  it  is  clear  that  65  ratifications 
are  imminent.   The  PrepCom  would  continue  to  maintain  its 
baseline  activities,  which  are  covered  by  Part  I.   Training  of 
inspectors  will  not  begin  until  after  65  countries  have 
ratified  the  Convention. 


Wednesday,  February  23,  1994. 

MARTIN  LUTHER  KING,  JR.  FEDERAL  HOLIDAY 

COMMISSION 

WITNESSES 

CORETTA  SCOTT  KING,  CHAIRPERSON 
LLOYD  DAVIS,  EXECUTIVE  DIRECTOR 
HOWARD  JACOBSEN,  LEGAL  COUNSEL 

Mr.  Mollohan  [presiding].  The  hearing  will  come  to  order. 

The  next  item  we  will  consider  this  afternoon  is  the  fiscal  year 
1995  budget  request  for  the  Martin  Luther  King,  Jr.  Federal  Holi- 
day Commission.  The  request  is  for  $300,000,  which  is  $200,000 
less  than  the  amount  appropriated  for  the  fiscal  year  1994.  We  will 
insert  the  justification  materials  submitted  in  support  of  this  re- 
quest into  the  record  at  this  point. 

[The  justifications  follow:] 
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FY-95  BUDGET 
NARRATIVE 


This  narrative  is  to  accompany  the  Martin  Luther  King,  Jr.  Federal  Holiday  Commission's  proposed 
$300,000  budget  for  federal  fiscal  year  1995.  The  OMB  FY-95  budget  includes  $300,000  for  the 
Commission.  The  Commission  has  not  had  an  increase  in  funding  since  FY -89  when  it  was  authorized 
$300,000  annually. 

The  Commission  maintains  an  office  in  Washington,  DC  because  it  is  the  seat  of  the  Federal  Government 
and  many  national  organizations  maintain  offices  there.  It  has  an  office  in  Atlanta  because  of  its  historic 
significance  and  it  is  the  home  of  its  Chair,  Mrs.  Coretta  Scott  King.  All  office  space  is  provided  gratis 
along  with  most  equipment.  In  addition  to  the  two  employees  paid  by  the  Commission,  there  are  7 
federal  loan  staff  from  the  departments  of  Housing  and  Urban  Development,  Interior,  Veterans  Affairs, 
Justice,  and  Agriculture. 

The  FY-95  budget  reflects  OMB's  "object  classification  codes."  In  this  narrative,  the  codes  are  shown  in 
square  brackets  for  ease  of  reference. 

-  Personnel  Services  and  Benefits  costs  [11.1  &  12.1]  are  45%  of  the  budget  and  are  for  two  staff 
positions  in  the  GS-13  salary  range  ($49,000  -  $64,000). 

-  Travel  [21.0]  accounts  for  23%  of  expenditures.  HUD  agreed  to  pay  the  Executive  Director's  salary 
and  benefits  provided  the  Commission  paid  the  Atlanta  per  diem.  The  remaining  $46,000  (15%)  in  travel 
covers  quarterly  commission  meetings,  the  annual  National  Planning  Conference,  National  Youth 
Assembly,  Law  Enforcement  Youth  Against  Violence  Symposiums,  committee  meetings  and  invitational 
travel  to  Commission  sponsored  activities. 

-  Rental  payments  other  than  GSA  [23  2]  is  room  rentals  for  meetings,  conferences  and  retreats  and  is 
1.6%  of  the  budget.  Communications. 

-  Communications,  Utilities,  and  Misc.  [23  3]  coupled  with  (Office)  Supplies  &  Materials  [26  0]  total 
$39,000  or  13%  of  the  budget.  These  two  categories  are  essential  expenses  for  any  office. 

-  The  Printing  &  Reproduction  [24.0]  portion  amounts  to  7%  of  the  budget  and  is  self  explanatory. 

-  Other  Services  [25.2]  is  just  under  10%  of  the  budget.  The  Office  Service  Contract  is  for  the  Atlanta 
office's  custodial  services,  maintenance,  utilities,  and  security.  The  Audit  is  by  Arthur  Andersen  &  Co. 
and  the  Ncwsclipping  Service  is  for  obtaining  information  on  holiday  activities  (10,000  clippings  last 
year). 

-  The  next  to  last  budget  item  listed.  Purchase  of  Goods  &  Services  from  other  Gov.  Agencies  (NFC), 
[25.3]  is  the  service  charges  paid  to  the  USDA  National  Finance  Center  (NFC)  to  process  bills  through 
the  Treasury.  The  Forest  Service  (USDA)  provides  the  Commission  with  technical  financial  support 
which  keeps  costs  low. 

Fund  raising  efforts  of  the  Martin  Luther  King,  Jr.  Federal  Holiday  Corporation,  the  501-C3  arm  of  the 
Commission,  continue  to  be  difficult.  The  peak  year  for  raising  funds  in  the  private  sector  was  1986, 
($300,000)  with  FY-93  yielding  $34,000  in  contributions.   An  additional  $66,000  was  raised  from  other 
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sources,  primarily  registration  fees  for  the  National  "I  Have  A  Dream"  Youth  Assembly  and  the  National 
Planning  Conference. 

The  1993  contributions  ($34,000)  were  used  to  help  underwrite  costs  for  the  youth  assembly,  the  national 
awards  ceremony,  the  planning  conference,  10th  Anniversary  (signing  of  Holiday  legislation)  event, 
networking  activities  and  the  law  enforcement  youth  symposiums,  which  to  date  have  reached  over 
40.000  youth.    The  corporation  closed  FY -93  with  $13,000. 

For  the  first  4  months  of  this  fiscal  year,  the  donations  totaled  $53,000.  The  major  contributors  were  the 
National  Basketball  Association,  National  Football  League,  and  the  Shell  Oil  Foundation. 
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THE  MARTIN  LUTHER  KING,  JR. 
FEDERAL  HOLIDAY  COMMISSION 

FY  1995  Budget 


INCOME 

Federal  Appropriation       $300,000 

TOTAL  $300,000 


EXPENDITURES  BY  OBJECT  CLASSIFICATION 

Code  and  Category 

11.1  Personnel  Services 

12.1  Personnel  Benefits 

21.0  Travel 

Ex.  Dir.  Subsistence     $24,000 
Commissioners  12,000 

Staff  24,000 

Programs  ( Youth  Assembly 
Planning  Conf.,  Awards, 
Retreat,  etc.  10,000 

23.2  Rental  Payments  other  than  GSA 

Youth  Assembly,  Planning  Conf., 
Awards  Program,  Retreat,  etc. 

23.3  Communications,  Utilities,  &  Misc. 
Postage  $16,000 
Telephones  4,000 
Copier  Rental  3,000 
ADP  2,000 
Express  Mail  2,000 

24.0  Printing  and  Reproduction 

Quarterly  Newsletter      10,000 
Report  to  Pres.  &  Cong.    2,000 
Other  (Letterhead,  programs 
invitations,  etc.         9,000 

25.2  Other  Services 

Office  Service  Contract  13,000 

Audit  10,000 

Newsclipping  Service  6,000 

25.3  Purchase  of  Goods  &  Services 
from  other  Gov.  Agencies  (NFC) 

26.0  Supplies  &  Materials 

TOTAL 


Obligation 

$110,000 

25,000 

70,000 


5,000 


27,000 


21,000 


29,000 


1,000 

12,000 

$300,000 
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FY-94  ADJUSTED  BUDGET 
NARRATIVE 


This  narrative  is  to  accompany  the  Martin  Luther  King,  Jr.  Federal  Holiday  Commission's  adjusted  fiscal 
year  1994  budget  which  was  increased  by  $200,000  as  a  result  of  "Conference  Committee"  action.  We 
were  notified  of  this  action  in  late  November  and  this  revised  budget  was  subsequently  approved  by  the 
Commission's  Operations  Committee.  The  FY-94  budget  reflects  OMB's  "object  classification  codes."  In 
this  narrative,  the  codes  are  shown  in  square  brackets  for  ease  of  reference. 

-  Personnel  Services  and  Benefits  [11.1  &  12.1]  was  increased  a  total  of  $7,000  to  pay  the  unanticipated 
3.86%  locality  pay  adjustment  for  employees  in  Atlanta  (first  year  the  city  qualified). 

-  A  new  category,  Special  Personnel  Services,  was  added  to  hire  temporary  college  level  interns.  These 
interns  provide  much  needed  staff  support  for  the  Annual  National  Youth  Assembly,  Community  Service 
Program,  National  Planning  Conference  and  servicing  the  12  Commission  committees. 

-  Travel  was  increased  by  $16,000  to  accommodate  the  expansion  of  committee  activities  and  the 
national  campaign  to  change  how  America  views  and  participates  in  the  holiday.  Also  included  is  a  much 
needed  retreat  for  commissioners,  committee  chairs  and  staff. 

-  Transportation  of  Things  was  added  to  cover  the  costs  of  moving  the  Atlanta  office  operations  during 
the  anticipated  renovation  of  its  current  offices  (6  months  to  a  year.) 

-  Rental  Payments  other  than  GSA  was  increased  by  $5,000  to  cover  room  rental  costs  of  the  proposed 
retreat  and  committee  meetings. 

-  The  Communications,  Utilities  and  Misc.  category  was  increased  by  $11,000.  Postage  was  increased 
by  $6,000  for  the  "Campaign  to  Change  How  America  Views  the  Holiday."  The  same  rationale  was  used 
for  the  increase  in  Express  Mail.  Copier  Rental  was  increased  by  $1,000  for  an  upgraded  model  that 
collates  and  ADP  was  increased  by  $2,000  for  training  on  new  computers  and  software. 

-  Printing  and  Reproduction  was  increased  by  $5,000  to  support  the  campaign  to  change  how  America 
perceives  the  Holiday. 

-  The  category  Other  Services  had  two  new  items  added  that  account  for  most  of  the  $73,500  increase. 
The  first,  Committees  Related  Activities  includes  conferences,  seminars  and  programs  designed  to 
promote  the  goals  and  objectives  set  by  the  Commission.  Twelve  committees  will  share  the  $48,000. 
Costs  for  designing,  printing  and  mailing  materials  for  each  committee  is  also  included.  A  new 
Committee  on  Community  Service  will  establish  a  clearinghouse  to  provide  information,  technical 
assistance,  speakers  and  strategic  referrals  on  community  service  programs  to  local  and  state  governments 
as  well  as  private  and  public  organizations. 

The  National  Promotion  Campaign  is  designed  to  change  how  America  perceives  and  participates 
in  the  holiday.  More  ads  such  as  the  "Open  Your  Heart  -  Offer  Your  Hands"  ad  (copy  in  your  packets) 
will  be  developed  and  published  in  newspapers  such  as  the  New  York  Times  and  the  Christian  Science 
Monitor.      Public  Service  Announcements'  such  as  the  Yoko  Ono  (John  Lennon's  widow)  30  second 
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promotion  video  tape  will  be  developed  using  other  nationally  recognized  celebrities.  The  Commission 
will  be  developing  new  materials  including  posters,  banners,  packets  of  information  promoting  the 
concept  of  a  holiday  not  just  for  African  Americans  but  one  in  which  all  Americans  can  participate  with 
pride.  Special  emphasis  will  be  placed  on  community  service  which  supports  Dr.  King's  statement  that 
"Everybody  can  be  great  because  everybody  can  serve. 

Half  of  the  Newsclipping  Service  budget  reflects  a  billing  from  the  previous  fiscal  year  that  had 
been  in  dispute.  The  original  bill  was  for  $10,000  and  just  recently  settled  for  under  $7,000.  The 
balance  will  be  used  to  contract  for  clippings  of  the  1994  events  around  the  nation  which  last  year  yielded 
over  10,000  articles. 

-  The  Purchase  of  Goods  and  Services  from  other  Gov.  Agencies  has  been  increased  to  pay  the 

unanticipated,  one  time.  $13,500  start-up  cost  for  switching  to  the  USDA  National  Finance  Center  in 
New  Orleans.  The  switch  will  save  the  Commission  $23,000  per  year  primarily  because  of  the  probono 
technical  support  received  from  the  USDA  Regional  Forest  Service  in  Atlanta.  The  annual  costs 
thereafter  will  be  $2,000. 

-  Supplies  and  Services  remain  unchanged. 

-  The  category  Equipment  was  added  and  $33,000  budgeted  to  update  the  Commission's  computer 
system  and  telecommunications  capabilities.  The  current  Convergent  Technologies    computers    in    the 
Atlanta  office  are  not  compatible  with  industry  and  federal  standards.     The  existing  software  does  not 
permit  communication  with  standard   computers  and  software  resulting  in  higher  costs  and  lost 
productivity. 
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THE  MARTIN  LUTHER  KING,  JR. 
FEDERAL  HOLIDAY  COMMISSION 

FY  1994  Budget 

(Oct  1,1993 -Sep  30, 1994) 
Revised  December  1993 


INCOME 


Federal  Appropriation      $500,000 
TOTAL  $500,000 

EXPENDITURES  BY  OBJECT  CLASSIFICATION 

Code  and  Category  Budgeted      Increase 

11.1  Personnel  Services  $136,000      $   5,000 

Ex.  Dir.  Subsistence  $24,000 

Ops.  Dir.  $62,000 

Chief  of  Staff  $50,000 

11.8  Special  Personal  Services  $  30,000      $  30,000 

Internships 

12.1  Personnel  Benefits  $  25,000      $   2,000 

Ops.  Dir.  $11,000 

Chief  of  Staff  $14,000 

21.0  Travel  $  62,000      $  16,000 

Programs  $24,000 

Meetings  $20,000 

Administrative  $18,000 

22.0  Transportation  of  things  $   5,000      $   5,000 

(Moving  Office  Location) 

23.2  Rental  Payments  other  than  GSA       $  10,000      $   5,000 

Youth  Assembly,  Planning  Conf., 
Awards  Program,  Retreat,  Meetings. 

23.3  Communications,  Utilities,  &  Misc.   $  38,000      $  11,000 
Postage  $22,000 

Telephones  $  4,000 

Copier  Rental  $  4,000 

ADP  $  5,000 

Express  Mail  $  3,000 

-  more  - 
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Code  and  Category 


Budgeted 


Increase 


24.0  Printing  and  Reproduction 

Quarterly  Newsletter     $10,000 
Report  to  Pres.  &  Cong.   $10,000 
Other  (Letterhead,  invitations, 
programs,  credentials    $15,000 

25.2  Other  Services 

Committee  Related 

Activities  $48,500 

National  Promotion 

Campaign  $20,000 

Office  Service  Contract  $14,000 
Newsclipping  Service  $12,000 
USSA  $  4,000 

25.3  Purchase  of  Goods  &  Services 
from  other  Gov.  Agencies  (NFC) 

26.0  Supplies  &  Materials 

31 . 0  Equipment 

(Upgrading  Computers  To  Meet  Fed.  Standards) 

TOTAL 


$   35,000 


$   5,000 


$   98,500 


$  15,500 
$  12,000 
$   33,000 

S500.000 


$  73,500 


$  14,500 

$  33,000 
S200.000 
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Thursday.  January  13,  iy<|.| 


The  Christian  Science  Monitor 


This  January  17tn 
Open  Your  Heart  and  Offer  Your  Hands 


AT  THE  HEART  OF  MARTIN  LUTHER  KING. 
JR  'S  PHILOSOPHY  WAS  THE  CONCEPT  OF 
SERVICE-  THAT  ONE  OF  THE  BEST  WAYS  TO 
ACHIEVE  PEACE  ANO  CIVIL  UNITY  IS  FOR 
PEOPLE  TO  HELP  OTHERS.  HOWEVER 
THEY  CAN 

THIS  JANUARY  17TH.  KEEP  THE  OREAM 
ALIVE  ANO  OBSERVE  THE  KING  HOLIDAY  BY 
PERFORMING  COMMUNITY  SERVICE. 

WHETHER  IT'S  FEEOING  THE  HUNGRY.  CAR- 
ING   FOR    THE    HOMELESS.    HELPING    PEOPLE 


•EVERYBOOY 

CAN    BE  GREAT 

BECAUSE 

EVERYBODY 

CAN   SERVE." 


HI         Mini 


I    u    I    a    I    «        K    i    s    C 


WITH  AIDS.  FIGHTING  ORUGS  ANO  CRIME 
THROUGH  VOLUNTEER  PROGRAMS  OR  SIM- 
PLY DOING  A  GOOD  DEED  FOR  A  NEIGHBOR. 
YOU  CAN  MAKE  A  DIFFERENCE. 

ANO  BY  OOING  SO.  WE  CAN  CHANGE  THE 
WAY  WE  THINK  ABOUT  OURSELVES  ANO  OTH- 
ERS. NOT  JUST  FOR  ONE  DAY.  BUT  FOR  THE 
REST  OF  OUR  LIVES. 

FOR  MORE  INFORMATION.  WRITE: 
THE    KING    COMMISSION.    449    AUBURN    AVE 
N.E..  ATLANTA.  GA  30312. 


((iiiti      i  o  i   i  g  «.   r      c  g  u  u  i  s  i  i  a  s 
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MARTIN  LUTHER  KING  JR. 
FEDERAL  HOLIDAY  COMMISSION 

Fact  Sheet  and 
Guidelines  For  All  Committees 


ORIGIN: 

On  November  2,  1983  President  Ronald  Reagan  signed  legislation  designating  the  third  Monday  of  every 
January  as  a  federal  holiday  honoring  Martin  Luther  King,  Jr.  On  August  27,  1984,  President  Reagan 
signed  legislation  creating  the  Martin  Luther  King,  Jr.  Federal  Holiday  Commission.  On  November  29, 
1984,  the  Commission  Tiled  Aniclcs  of  Incorporation  with  the  District  of  Columbia  thereby  establishing 
the  nonprofit  fund  raising  organization  with  IRS  501 -C3  (tax  exemption/deduction)  status.  On  May  17, 
1989.  President  George  Bush  signed  the  Act  extending  the  Commission  through  April  20,  1994  with  an 
annual  appropriation  of  S300.000.  Legislation  is  currently  pending  to  again  extend  the  Commission. 

MISSION  STATEMENT 

The  Act  establishing  the  Manin  Luther  King.  Jr.  Federal  Holiday  Commission,  directed  the  Commission 
to: 

1.  Promote  the  holiday  as  an  occasion  to  reflect  on  the  principles  of  racial 
equality  and  nonviolent  social  change  as  espoused  by  Dr.  Martin  Luther  King,  Jr. 

2.  Encourage  appropriate  ceremonies  and  activities  throughout  the  United  States 
relating  to  the  King  holiday. 


3.  Provide  advice  and  assistance  to  federal,  state,  and  local  governments  and  to  private 
organizations  with  respect  to  the  observance  of  the  holiday. 

4.  Coordinate  efforts  with  Americans  of  diverse  backgrounds  and  with  private 
organizations  in  the  observance  of  the  King  holiday. 


In  carrying  out  the  legislative  mission,  the  Commission  cannot  support  training  activities  for  the  purpose 
of  directing  or  encouraging  the  organization  or  implementation  of  campaigns  to  protest  social  conditions 
and  anv  form  of  civil  disobedience. 
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Commissioners  of  the  Federal  Commission  have  concluded  that  in  addition  to  the  above  its 
responsibilities  should  include: 

1.  Serving  as  a  clearinghouse  for  information  and  suggesting  appropriate  ceremonies, 

events  and  programs. 

2.  Sponsoring  planning,  education,  and  informational  conferences,  workshops,  seminars, 
and  special  events. 

3.  Developing  and  maintaining  a  speakers  bureau. 

4.  Developing  and  distributing  holiday  observance  guidelines  for  specific  audiences. 

5.  Encouraging  substantive  community  service  activities  on  the  holiday  and  throughout  the 
year. 

6.  Encouraging  joint  sponsorship  of  community  service  activities  with  federal,  state,  and  local 
governments  in  conjunction  wuh  private  businesses  and  industries. 

7.  Developing  programs/iniiiatives  aimed  at  having  a  positive  impact  upon  the  youth  of  the 
country. 

STRUCTURE: 

Congress  legislated  the  Commission  to  be  specifically  composed  of: 

<>  Four  officers  from  the  executive  branch  appointed  by  the  President; 

<>  Four  members  of  the  House  of  Representatives  appointed  by  the  Speaker  in  consultation  with 
the  minority  leader, 

<>  Four  Senators  appointed  by  the  President  Pro  Tempore  in  consultation  with  the  majority  and 
minority  leaders  of  the  Senate; 

<>  Corctta  Scott  King,  who  serves  as  a  member  for  life.  In  the  event  of  a  vacancy,  her  position 
would  be  filled  by  a  member  of  the  family  surviving  Martin  Luther  King,  Jr.  not  already  on  the 
Commission.  That  individual  would  be  appointed  by  the  family  and  serve  as  a  member  at  the 
discretion  of  the  family; 

<>  Two  individuals  appointed  by  the  King  family; 

<>  Two  individuals  representing  the  Martin  Luther  King,  Jr.  Center  for  Nonviolent  Social 
Change.  Inc.:  and 

<>  Twenty-three  individuals  other  than  officers  or  employees  of  the  United  States  or  members  of 
Congress  appointed  by  the  members  of  the  Commission  from  among  individuals  representing 
diverse  interest  groups,  including  (but  not  limited  to)  individuals  representing  labor,  business, 
civil  rights,  religious  and  entertainment  organizations. 

The  legislation  states  that  not  more  than  half  of  the  members  of  the  Commission  appointed  may 
be  from  the  same  political  party. 

OFFICERS: 

Corctta  Scott  King,  Chairperson       -<>-      Cong.  Ralph  Regula,  Vice-Chairperson 
Christine  King  Farris,  Trcxsurcr      -<>-       Cong.  Alan  Wheat,  Secretary 
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MEMBERS: 

Donald  Alexander 
Joan  Brown  Campbell 
John  Cox 

Rev.  Richard  Deals 
Rep.  Gary  Franks 
Hon.  Alexis  Herman 
David  C.  Jory 
Sen.  Edward  Kennedy 
Rev.  Joseph  Lowcry 
W.  Stewart  Minion 
Dr.  Roland  B.  Smith,  Jr. 
Jose  Vclcz 


Hon.  Bruce  Babbiu 

Ben  Chavis 

Sen.  John  C.  Danforth 

Sen.  Robert  J.  Dole 

Keith  Geigcr 

Jesse  Hill,  Jr. 

Hon.  Sharon  Pratt  Kelly 

Richard  Kimbcrly 

Sister  Catherine  McNamce 

Rep.  Thomas  Sawyer 

David  J.  Stem 

Maynard  I.  Wishner 


Leonard  Burchman 
Hon.  Henry  Cisneros 
William  Darnell 
Hon.  Mike  Espy 
Dr.  Robert  Henderson 
Sen.  Emcsi  Hollings 
Mr.  Jack  Kemp 
Dexter  King 
Dr.  Carole  Miller 
Jack  Shcinkman 
Paul  Tagliabue 
Stevie  Wonder 


OPERATIONS  COMMITTEE: 

The  Operations  Committee  is  appointed  by  the  full  commission  to  act  on  its  behalf  between  the  quarterly 
commission  meeting.  The  decisions  of  the  Operations  Committee  have  the  same  effect  as  if  voted  on  by 
the  full  commission  and  arc  in  effect  until  reviewed  and  voted  on  (with  or  without  modifications)  by  the 
Commission  at  the  next  quarterly  meeting.  The  9  committee  members  arc:  Mrs.  Coretta  Scott  King, 
Chairperson;  Rep.  Ralph  Recula,  Vice  Chair;  Mrs.  Christine  King  Farris,  Treasurer;  Rep.  Alan 
Wheat,  Secretary;  Mr.  Jesse Tliil,  Jr.;  Mr.  Donald  Alexander,  Esq.;  Mr.  W.  Stewart  Minton, 
Sister  Catherine  McNamee,  and  Mr.  Leonard  Burchman. 

ADMINISTRATION: 

The  Commission  has  its  headquarters  office  in  Atlanta,  GA  and  a  program  &  service  office  in 
Washington,  DC.    The  Executive  Director,  Lloyd  Davis,  has  responsibilities  for  implementation  of 
Commission  goals  and  objectives. 


COMMITTEES: 

The  Commission  works  nationally  through  a  network  of  state  and  local  MLK  holiday  commissions, 
private  organizations  and  national  involvement  and  administrative  committees. 

The  national  involvement  committees  and  chairs  arc: 

Federal  Employee  &  Agency  Involvement  Committee:  Terry  R.  Duvernay,  Sr. 

International  Involvement  Committee:  Michael  Schneider 

Religious  Involvement  Committee:  Dr.  Carole  Miller 

Labor  Involvement  Committee:  Jack  Sheinkman 

Military  Involvement  Committee:  Claiborne  Haughton 

National  Law  Enforcement  Involvement  Committee:  John  Guillory 

National  Youth  Involvement  Committee:  Vacant 

Education  Involvement:    Sister  Catherine  McNamee,  Keith  Geiger,  and  Albert  Shanker 

Business  and  Industry  Involvement  Committee:  W.  Stewart  Minton 

Community  Service  Involvement  Committee:   Richard  Kimberly 

College  and  University  Involvement  Committee:  Dr.  Roland  B.  Smith,  Jr. 

Library  Involvement  Committee:   Virginia  Moore 
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COMMITTEES:  (continued) 

The  administrative  committees  and  chairs  are: 

Marketing  Commitlcc:  William  Darnell 

Nominations  Committee:  Honorable  Alan  Wheat 

"Making  of  the  Kinu  Holiday"  Awards  Committee:  W.  Stewart  Minton 

Fund-raising  Committee:  Leonard  Burchman 

Freedom  Trail  Project  Coordinator:  James  Karantonis 

OVERALL  GUIDELINES: 

The  Martin  Luther  King,  Jr.  Holiday,  in  less  than  ten  years,  has  already  become  a  powerful  and  important 
means  for  attaining  Dr.  King's  dream  of  a  nonviolent  nation  in  a  nonviolent  world:  "The  Beloved 
Community"  and  "World  House."  The  holiday  has  demonstrated  its  potential  power  for  changing  peoples 
behavior  and  attitudes  by  inspiring  them:  to  embrace  a  cause  greater  than  themselves,  to  assist  others  in 
need,  and  to  internalize  the  values  of  love,  tolerance  and  nonviolence. 

The  Commission  has  encouraged  Americans  to  observe  the  King  Holiday  not  only  on  the  third  Monday 
of  each  January  but  everyday  of  the  year.  To  remember  how  nonviolent  action  was  used  in  America  as 
the  genesis  for  positive  social  change.  To  celebrate  the  life  and  work  of  Martin  Luther  King,  Jr.,  and  the 
nonviolent  struggle  which  he  led  and  those  who  were  pan  of  the  Civil  Rights  Movement    To  act  to 
improve  families,  communities,  the  nation  and  the  world.  This  last  action  element  is  probably  the  most 
important  and  the  Commission  has  developed  community  service  guidelines  to  help  individuals  and 
organizations  in  this  aspect.  Dr.  King  once  wrote  that  "Everyone  can  be  great  because  everyone  can 
serve." 

GENERAL  OBJECTIVES: 

1.  To  include  all  three  elements  of  the  King  Holiday  (remember,  celebrate  and  act)  as  an 
integral  pan  of  every  observance  program  and  activity. 

2.  To  insure  that  every  aspect  of  the  planning  and  implementation  of  King  Holiday  activities  arc 
inclusive  and  representative  of  all  races,  cultures  and  economic  classes. 

3.  To  promote  individual  or  collective  community  service  activities  which  address  existing 
social  problems  and  needs  and  which  seek  to  better  human  conditions. 

4.  To  develop  activities  which  promote  good  race  and  cultural  relations. 

5.  To  convey  the  message  of  nonviolence  to  young  and  old  through  the  teachings  of  Martin 
Luther  King,  Jr. 

COMMITTEE  CHAIR  RESPONSIBILITIES: 

1 .  Recruit  members  to  serve  on  a  volunteer  basis. 

2.  Attend  the  Commission's  quarterly  meetings  held  in  Washington,  DC  along  with  any  other  ad 
hoc  meetings  called  by  the  Commission  or  its  officers.    If  unable  to  attend,  arrange  for  a 
representative  to  attend. 

3.  Become  familiar  with  the  writings  and  philosophy  of  Dr.  King. 

4.  Develop  specific  goals  and  objectives  in  keeping  with  the  Commission's  general  goals  and 
objectives.  Once  these  arc  developed,  submit  them  for  review  and  approval,  initially  by  the 
Operations  Committee,  and  subsequently  for  ratification  by  the  Commission. 

5.  Develop  a  budget  for  the  proposed  activities.  The  budget  must  include  plans  to  raise  needed 
funds  and  proposed  expenditures.  The  budget  must  be  submitted  to  the  Commission  for 
approval. 
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COMMITTEE  CHAIR  RESPONSIBILITIES:  (continued) 

6.  Generate  funds  to  support  proposed  activities.  The  objective  is  for  each  committee  to  be 
financially  self  supporting. 

7.  Submit  all  funds  raised  for  an  activity  to  the  Commission  for  deposit  in  a  central  account  in 
Atlanta.  A  separate  accounting  of  funds  will  be  maintained  for  the  committee.  A  draw  against 
raised  funds  will  be  permitted  based  upon  approved  budgets.  The  Commission  generally 
allows  the  committee's  surplus  funds  to  remain  with  the  committee. 

8.  Report  on  activities  at  the  quarterly  commission  meetings  and  submit  an  annual  reports  on 
activities  lor  inclusion  in  the  Annual  Report  to  the  President  and  Congress.  Additionally, 
work  with  the  administrative  staff  in  developing  news  articles  for  inclusion  it  the 
Commission's  "Living  The  Dream"  quarterly  newsletter. 

9.  Participate  in  the  Commission's  Annual  National  Planning  Conference. 
COMMISSION  SUPPORT: 

The  Commission  will  support  Committees  in  the  following  manner: 

1.  Review  requests  for  funds  from  general  revenues  and,  to  the  extent  possible,  provide  seed 
money  for  particular  projects. 

2.  Provide  committees  with  limited  staff  support  from  cither  the  Washington  DC  office  or  the 
Atlanta,  GA  office.    A  staff  member  will  be  identified  as  the  contact  and  support  person  for 
the  committee. 

3.  Provide  guidance  and  technical  support  to  the  committees.  This  includes  access  to  mailing 
list,  space  in  the  commission's  publications,  and  printed  materials. 

4.  Provide  books  and  materials  to  the  committee  members  for  familiarization  with  the  writings 
and  philosophy  of  Dr.  King. 
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MARTIN  LUTHER  KING,  JR.  FEDERAL  HOLIDAY  COMMISSION 

"Living  the  Dream:  Let  Freedom  Ring! 
Stop  the  Killing,  Start  the  Healing  and  Building" 

This  year's  King  Holiday  theme  is  intended  to  challenge  Americans,  especially  young 
Americans,  to  stop  killing  and  to  bring  healing  and  hope  to  their  families,  their  schools  and  their 
communities. 

The  King  Commission  wants  to  inspire  young  people  to  embrace  an  alternative  to  violence  for 
settling  disputes  and  conflicts,  to  reject  those  influences  which  destroy  rather  than  sustain  life 
and  to  realize  their  self-worth  and  abilities. 

The  Commission  has  designated  the  King  holiday  to  be  a  day  an  occasion  for  community  service 
work  to  improve  the  quality  of  life  for  all  Americans  and  has  asked  state  and  local  holiday 
commissions  and  its  network  of  supporting  organizations  to  undertake  or  sponsor  community 
service  programs  to  stop  the  killing  and  violence. 

Organizations  interested  in  community  service  projects  can  contact  their  local  United  Way, 
Black  United  Fund,  local  affiliates  of  national  youth  organizations  and  local  religious 
organizations.  Specific  programs  ideas  include: 

Tutoring  grade  and  high  school  students 

Working  with  the  physically  impaired 

Volunteering  in  hospitals  and  health  care  facilities 

Youth  Against  Violence  Clubs 

City-wide  job  programs  for  unemployed  teenagers 

Prevention  and  intervention  services  for  at-risk  youth 

Establishment  of  "Violence  and  Drug  Free  Zones" 

Gun  buy  back  programs 

Youth  Against  Violence  rallies 

MLK  Jr.  "Teach-in-Day"  programs  for  schools 

Youth  "Stop  the  Violence"  summits 

Instruction  in  Kingian  nonviolence  available  from  the  King  Center 

Commission  Sponsored  Programs 

The  Commission  sponsors  two  programs  designed  especially  for  youth. 

Youth  Aeainst  Violence  Symposiums 

The  Youth  Against  Violence  Symposiums  are  sponsored  by  the  Commission's  National 
Law  Enforcement  Involvement  Committee,  in  cooperation  with  the  King  Center.  It  seeks 
to  build  a  viable  partnership  among  law  enforcement  personnel,  students  and  parents, 
educators,  administrators,  business  leaders,  and  the  religious  community,  to  aggressively 
address  the  problems  impacting  the  lives  of  youth.  These  symposiums  are  sponsored 
throughout  the  fifty  states.  They  provide  the  following: 

Introduction  to  Martin  Luther  King,  Jr.'s  "Blueprint  for  Life" 
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Perspectives  on  youth  related  violence  from  law  enforcement  officials,  school  personnel, 
religious  leaders,  health  providers,  social  workers,  members  of  the  judicial  system  and 
others. 

An  opportunity  to  hear  from  youth  who  have  engaged  in  violent  acts  or  have  been 
victimized  by  acts  of  violence. 

The  experience  of  discussing  common  problems  with  their  peers. 

An  awareness  that  they  can  make  a  difference  in  improving  the  quality  of  their  lives  and 
those  around  them. 

An  opportunity  to  take  the  first  step  on  the  journey  to  nonviolence  by  signing  the 
Commission's  "Youth  Against  Violence"  pledge. 

FBI  Supervisory  Agent  Edison  Home  is  director  of  the  program  and  can  be  reached  in  the 
Commission's  Atlanta  office. 

Annual  "I  Have  A  Dream"  Youth  Assembly 

The  annual  "I  Have  A  Dream"  Youth  Assembly  provides  a  setting  for  information  and 
education  in  Dr.  King's  nonviolence  teachings.  The  Assembly  offers  the  opportunity  to 
apply  Dr.  King's  teachings  to  the  resolution  of  problems  which  youth  face  in  their  homes, 
schools  and  communities. 

The  Assembly  focuses  on  the  promotion  of  racial  and  cultural  unity,  tolerance,  self- 
worth,  love,  excellence  and  patriotism.  Participants  are  involved  in  workshops,  clinics 
and  entertainment  offerings.  They  also  volunteer  time  to  assist  with  a  local  community 
service  program.  Youth  are  encouraged  to  sign  the  Commission's  "Living  the  Dream" 
pledge. 

The  Commission  has  copies  of  Dr.  King's  "Blueprint  for  Life"  and  a  limited  number  of  "Youth 
Against  Violence  and  "I  Have  A  Dream"  pledge  cards  available.  Other  literature  and 
information  on  the  holiday  is  available  including  a  schedule  of  1994  King  Holiday  events 
sponsored  or  supported  by  the  Federal  Commission. 

The  Commission  maintains  offices  in  Washington,  D.C.  at  451  7th  Street,  S.W.  Washington, 
D.C.  20410.  202/708/1005  and  in  Atlanta  at  449  Auburn  Avenue,  N.E.  Atlanta,  Georgia  30312. 
404/730/3158. 
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Mr.  Mollohan.  Testifying  on  behalf  of  the  Commission  this 
afternoon  is  the  Chairperson,  Mrs.  Coretta  Scott  King.  Mrs.  King, 
we  welcome  you.  We  are  honored  with  your  presence  here  today 
and  we  appreciate  your  proceeding  with  your  statement.  Please  in- 
troduce those  who  are  at  the  witness  table  with  you. 

Mrs.  King.  Thank  you,  Mr.  Chairman.  I  have  with  me  Mr.  Lloyd 
Davis,  who  is  the  Executive  Director  of  the  Martin  Luther  King 
Federal  Holiday  Commission,  and  Mr.  Howard  Jacobsen  who  is  our 
legal  counsel. 

To  the  distinguished  Members  of  the  subcommittee,  it  is  always 
an  honor  to  appear  before  you  to  report  on  the  status  of  the  King 
holiday  and  the  work  of  the  King  Federal  Holiday  Commission.  As 
you  know,  the  Federal  Holiday  Commission  was  created  in  1984 
and  is  appropriated  Federal  funding  in  the  amount  of  $300,000  an- 
nually. We  are  very  proud  that  we  have  received  praise  from  our 
congressional  oversight  committee  for  the  efficient  manner  in 
which  we  manage  these  funds. 

A  Senate  and  House  conference  committee  provided  us  with  an 
additional  $200,000  for  fiscal  year  1994,  and  it  was  truly  an  unex- 
pected birthday  gift.  We  are  submitting  for  the  record  our  revised 
fiscal  year  1994  budget  to  reflect  how  we  intend  to  use  these  addi- 
tional monies. 

The  Commission's  501(c)(3)  corporation  makes  every  effort  to 
augment  Federal  funds  by  seeking  private  financial  support.  In 

1993,  we  raised  $34,000.  However,  for  the  first  six  months  of  fiscal 

1994,  we  have  already  raised  $53,000,  an  encouraging  amount.  Un- 
fortunately, our  ability  to  raise  private  funds  remains  limited  and 
increasingly  competitive  with  more  established  organizations. 

The  Commission  continues  to  have  two  full-time  employees,  and 
seven  loan  employees,  two  in  Washington  and  five  in  Atlanta.  It 
has  become  more  difficult  these  days  in  the  midst  of  budget  restric- 
tions and  private  sector  downsizing  to  secure  Federal  employees  or 
others  on  detail  to  the  Commission.  The  Washington  office  contin- 
ues to  be  provided  to  us  through  the  generosity  of  the  U.S.  Depart- 
ment of  Housing  and  Urban  Development,  and  they  also  provide  us 
with  our  executive  director. 

Mr.  Chairman,  there  are  those  who  have  said  that  it  is  time  to 
sunset  the  King  Federal  Holiday  Commission  and  no  longer  try  to 
organize  the  holiday  to  be  something  more  than  a  day  of  rest, 
recreation  or  shopping.  However,  Congressman  John  Lewis  and 
105  House  Members  feel  that  it  is  time  to  transform  the  observance 
of  Martin  Luther  King's  birthday  into  a  national  day  of  service. 

This  effort,  which  is  spelled  out  in  H.R.  1933,  is  best  para- 
phrased in  one  of  Martin's  most  famous  quotes:  "Everybody  can  be 
great  because  everybody  can  serve."  This  is  why,  on  November  the 
16th,  1993,  we  announced  our  first  public  campaign  to  change  the 
way  people  perceive  and  observe  the  King  holiday.  We  want  the 
King  holiday  to  be  a  holiday  for  all  Americans,  not  just  African- 
Americans,  an  occasion  in  which  everyone  can  participate  by  open- 
ing their  hearts  and  offering  their  hands  to  improve  the  quality  of 
life  for  themselves  and  others  through  community  service. 

As  President  Clinton  has  suggested,  Martin  Luther  King,  Jr. 
lived  and  died  in  the  fight  to  remind  us  of  what  is  the  greatest 
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struggle  in  our  lives  in  the  present  day:  How  to  close  the  gap  be- 
tween our  words  and  deeds. 

Imagine  what  10  million  Americans  could  do  in  just  one  day  of 
community  service.  Fixing  parks,  tutoring  children,  rebuilding 
schools,  feeding  the  hungry,  immunizing  children,  housing  the 
homeless,  doing  something  to  stop  violence  and  killing  preying 
upon  our  young  people,  and  think  what  they  could  do  if  they  car- 
ried on  that  service  throughout  the  whole  year. 

Imagine  a  day  which  brings  greatness  out  of  people  by  bringing 
them  together  to  make  a  difference  in  their  communities  by  per- 
forming millions  of  small  acts  of  human  kindness.  What  a  fitting 
tribute  to  Martin  Luther  King,  Jr.,  a  holiday  in  his  honor  for  com- 
munity service  and  interracial  cooperation. 

This  is  an  idea  which  has  already  garnered  far  more  support 
than  we  anticipated  at  this  early  date.  This  support  has  come  not 
only  from  the  expected  civil  and  human  rights  and  social  justice  or- 
ganizations, but  from  corporate  America  and  the  national  media  as 
well. 

I  hope  that  you  had  the  opportunity  to  read  the  January  17th, 
1994  Washington  Post  editorial  which  endorsed  the  idea  of  honor- 
ing Dr.  King  by  helping  others.  This  type  of  editorial  support  and 
encouragement  was  echoed  in  hundreds  of  papers  and  periodicals 
nationwide.  We  are  already  exploring  the  possibility  of  involving 
United  Way  agencies  in  our  new  national  service  day  initiative. 

The  struggle  which  Dr.  King  led  is  not  over,  not  in  this  country 
and  not  anywhere  else  in  the  world.  The  struggle  goes  on  in  the 
hearts  and  minds  of  each  of  us.  The  celebration  of  Dr.  King's  birth- 
day with  a  holiday  is  in  many  ways  about  our  own  struggle  against 
complacency.  We  cannot  be  satisfied  merely  with  the  idea  of  democ- 
racy; we  must  work  to  make  these  ideas  a  reality.  And  by  under- 
taking community  service  on  the  holiday,  we  take  an  important 
and  crucial  first  step. 

This  past  January  10th,  we  had  an  opportunity  to  pay  tribute 
here  on  Capitol  Hill  to  four  organizations  who  tried  to  make  a  dif- 
ference through  the  King  holiday.  They  are  the  Shell  Oil  Company, 
Turner  Broadcasting  Systems,  Seattle  Times  and  Grand  Haven, 
Michigan  High  School. 

Mr.  Chairman,  we  are  seeing  far  too  many  signs  of  increasing 
misunderstanding  among  races  in  America.  We  are  also  witnessing 
a  growing  glorification  and  acceptance  of  violence,  which  assaults 
the  most  sacred  institutions  and  values  that  bring  our  lives  mean- 
ing, the  family  and  the  community.  The  damaging  futility  of  hatred 
and  violence  has  never  been  more  apparent,  and  the  King  holiday 
and  the  Commission  were  never  more  important. 

Yes,  it  is  encouraging  to  hear  national  leaders  speak  about  these 
concerns.  Yes,  it  is  encouraging  to  see  our  lawmakers  making  seri- 
ous efforts  to  deal  with  these  pressing  issues,  and  yes,  it  is  encour- 
aging to  see  media  publish  editorials  calling  for  action  to  address 
these  problems.  But  Martin  Luther  King  would  not  just  talk  about 
battling  violence,  crime,  drugs  and  other  problems  plaguing  our  so- 
ciety. He  would  not  sit  back  and  simply  wait  for  the  White  House 
and  the  Congress  to  act.  He  would  get  out  in  the  community,  get 
his  hands  dirty,  tackle  the  problems  head  on  and  seek  to  empower 
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citizens  to  reclaim  their  streets,  their  neighborhoods,  and  their  chil- 
dren. In  his  honor,  we  should  do  no  less. 

We  are  not  asking  for  a  perpetuation  of  another  bureaucracy 
with  unlimited  resources  to  do  work  that  other  agencies  and  orga- 
nizations are  already  doing  or  could  do  better.  We  are  asking  the 
Members  of  the  Congress  to  help  us  on  our  journey  to  make  the 
King  holiday  all  that  it  can  be  and  all  that  it  should  be.  Our  goal 
was  never  to  simply  have  the  King  holiday  observed  in  50  States; 
it  was  always  much  more  than  that.  It  is  about  changing  attitudes 
and  behavior  for  the  public  good. 

Extend  the  King  Commission,  give  it  the  mandate  to  promote  the 
holiday  through  citizen  empowered  community  service,  to  help  the 
young  people  stop  the  killing  and  violence  and  to  start  the  healing 
and  building,  to  promote  interracial  cooperation  and  civic  unity, 
and  give  the  Commission  the  resources  to  do  its  job. 

Mr.  Chairman,  when  Congress  created  the  King  holiday,  it  cre- 
ated a  holiday  totally  unique  in  the  history  of  the  Nation.  It  cre- 
ated a  holiday  which  challenges  young  and  old  alike  to  make  a  dif- 
ference with  their  lives,  to  face  the  future  with  courage  and  hope, 
and  to  become  drum  majors  for  justice,  for  peace,  for  love  and  for 
nonviolence.  This  is  what  the  King  holiday  is  all  about,  to  make  a 
difference,  however  big  or  small,  but  to  make  a  difference. 

No  existing  agency  of  the  Federal  Government  has  a  mandate 
comparable  with  the  King  Federal  Commission.  The  continuation  of 
this  small  Commission  could  make  all  the  difference  in  achieving 
the  full  potential  of  the  King  Holiday.  Dr.  King's  dream  is  a  grow- 
ing dream.  So  is  the  holiday  which  honors  him.  Both  require  con- 
stant updating  in  moving  on  to  new  frontiers  and  new  sacrifices 
from  those  who  elect  to  follow  in  his  foot  steps.  The  King  holiday 
is  in  its  infancy  and  the  work  of  the  King  Federal  Commission  is 
just  beginning. 

I  thank  you,  Mr.  Chairman,  for  this  opportunity  to  share  this  tes- 
timony with  you. 

[The  statement  of  Mrs.  King  follows:] 
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Martin  Luther  King,  Jr.  Federal  Holiday  Commission 

Mr.  Chairman  and  distinguished  members  of  the  Subcommittee.  It  is  always  an  honor  to  appear 
before  you  to  report  on  the  status  of  The  King  Holiday  and  the  work  of  the  King  Federal  Holiday 
Commission. 

As  you  know,  the  King  Federal  Holiday  Commission  was  created  in  1984  and  is  appropriated 
Federal  funding  in  the  amount  of  $300,000  annually.  We  are  very  proud  that  we  have  received 
praise  from  our  Congressional  oversight  committee  for  the  efficient  manner  in  which  we  manage 
these  funds.  A  Senate  and  House  conference  committee  provided  us  with  an  additional  $200,000 
for  fiscal  year  1994  and  it  was  truly  an  unexpected  birthday  gift.  We  are  submitting  for  the 
record  our  revised  fiscal  year  1994  budget  to  reflect  how  we  intend  to  use  these  additional 
monies.  The  Commission's  501  (c)  (3)  corporation  makes  every  effort  to  augment  Federal 
funding  money  by  seeking  private  financial  support.  In  1993  we  raised  $34,000,  however  for  the 
first  six  months  of  fiscal  year  1994  we  have  already  raised  $53,000,  an  encouraging  amount, 
unfortunately,  our  ability  to  raise  private  funds  remains  limited  and  increasingly  competitive 
with  more  established  organizations. 

The  Commission  continues  to  have  two  full  time  employees  and  seven  loan  employees,  two  in 
Washington  and  five  in  Atlanta.  It  has  become  more  difficult  these  days  in  the  midst  of  budget 
restrictions  and  private  sector  down-sizing,  to  secure  Federal  employees  or  others  on  detail  to 
the  Commission.  The  Washington  office  continues  to  be  provided  to  us  through  the  generosity 
of  the  U.S.  Department  of  Housing  and  Urban  Development  and  they  also  provide  us  with  our 
Executive  Director. 

Mr.  Chairman  there  are  those  who  have  said  that  it's  time  to  sunset  the  King  Federal  Holiday 
Commission  and  no  longer  try  to  organize  the  holiday  to  be  something  more  than  a  day  of  rest, 
recreation  or  shopping.  However,  Congressman  John  Lewis  and  105  House  members  feel  that  it 
is  time  to  transform  the  observance  of  Martin  Luther  King's  birthday  into  a  national  day  of 
service.  This  effort  which  is  spelled  out  in  H.R.  1993,  is  best  paraphrased  in  one  of  Martin's 
most  famous  quotes.  "Everybody  can  be  great  because  everybody  can  serve."  This  is  why  on 
November  16, 1993,  we  announced  our  first  public  campaign  to  change  the  way  people  perceive 
and  observe  the  King  Holiday. 

We  want  the  King  Holiday  to  be  a  Holiday  for  all  Americans  not  just  African-Americans.  An 
occasion  in  which  everyone  can  participate  by  opening  their  hearts  and  offering  their  hands  to 
improve  the  quality  of  life  for  themselves  and  others  through  community  service. 
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As  President  Clinton  has  suggested,  Martin  Luther  King,  Jr.  lived  and  died  in  the  fight  to  remind 
us  of  what  is  the  greatest  struggle  in  our  lives  in  the  present  day  —  how  to  close  the  gap  between 
our  words  and  deeds. 

Imagine  what  10  million  Americans  could  do  in  just  one  day  of  community  service  -  fixing 
parks,  tutoring  children,  rebuilding  schools,  feeding  the  hungry,  immunizing  children,  housing 
the  homeless,  doing  something  to  stop  the  violence  and  killing  preying  upon  our  young  people. 
And  think  what  they  could  do  if  they  carried  on  that  service  throughout  the  whole  year.  Imagine 
a  day  which  brings  greatness  out  of  people  by  bringing  them  together  to  make  a  difference  in 
their  communities  by  performing  millions  of  small  acts  of  human  kindness.  What  a  fitting  tribute 
to  Martin  Luther  King,  Jr.,  a  holiday  in  his  honor  for  community  service  and  interracial 
cooperation. 

This  is  an  idea  which  has  already  garnered  far  more  support  than  we  anticipated  at  this  early 
date.  This  support  has  come  not  only  from  the  expected  civil  and  human  rights  and  social  justice 
organizations  but  from  corporate  America  and  the  national  media  as  well.  I  hope  that  you  had 
the  opportunity  to  read  the  January  17, 1994,  Washington  Post  Editorial,  which  endorsed  the 
idea  of  honoring  Dr.  King  by  helping  others.  This  type  of  editorial  support  and  encouragement 
was  echoed  in  hundreds  of  papers  and  periodicals  nationwide.  We  are  already  exploring  the 
possibility  of  involving  United  Way  agencies  in  our  new  National  Service  Day  initiative. 

The  struggle  which  Dr.  King  led  is  not  over  —  not  in  this  country  and  not  anywhere  else  in  this 
world.  The  struggle  goes  on  in  the  hearts  and  minds  of  each  of  us.  The  celebration  of  Dr.  King's 
birthday  with  a  holiday  is  in  many  ways  about  our  own  struggle  against  complacency.  We 
cannot  be  satisfied  merely  with  the  idea  of  democracy.  We  must  work  to  make  these  ideas  a 
reality,  and  by  undertaking  community  service  on  the  Holiday,  we  take  an  important  and  crucial 
first  step. 

This  past  January  10th  we  had  an  opportunity  to  pay  tribute  here  on  Capitol  Hill  to  four 
organizations  who  tried  to  make  a  difference  through  the  King  Holiday.  They  are  the  Shell  Oil 
Company,  Turner  Broadcasting  Systems,  Seattle  Times  and  Grand  Haven  Michigan  High 
School. 

Mr.  Chairman,  we  are  seeing  far  too  many  signs  of  increasing  misunderstanding  among  races  in 
America.  We  are  also  witnessing  a  growing  glorification  and  acceptance  of  violence,  which 
assaults  the  most  sacred  institutions  and  values  that  bring  our  lives  meaning  -  the  family  and  the 
community.  The  damaging  futility  of  hatred  and  violence  has  never  been  more  apparent  and  the 
King  Holiday  and  the  Commission  were  never  more  important. 

Yes,  it  is  encouraging  to  hear  national  leaders  speak  about  these  concerns.  Yes,  it  is  encouraging 
to  see  our  lawmakers  making  serious  efforts  to  deal  with  these  pressing  issues.  And  yes,  it  is 
encouraging  to  see  the  media  publish  editorials  calling  for  action  to  address  these  problems.  But, 
Martin  would  not  just  talk  about  battling  violence,  crime,  drugs  and  other  problems  plaguing  our 
society.  He  would  not  sit  back  and  simply  wait  for  the  White  House  and  the  Congress  to  act.  He 
would  get  out  in  the  community,  get  his  hands  dirty,  tackle  the  problems  head-on  and  seek  to 
empower  citizens  to  reclaim  their  streets,  their  neighborhoods  and  their  children.  In  his  honor 
we  should  do  no  less. 

We  are  not  asking  for  the  perpetuation  of  another  bureaucracy  with  unlimited  resources  to  do 
work  that  other  agencies  and  organizations  are  already  doing  or  could  do  better.  We  are  asking 
the  members  of  the  Congress  to  help  us  on  our  journey  to  make  the  King  Holiday  all  that  it  can 
be  and  all  that  it  should  be.  Our  goal  was  never  to  simply  have  the  King  Holiday  observed  in 
fifty  states.  It  was  always  much  more  than  that.  It  is  about  changing  attitudes  and  behavior  for 
the  public  good.  Extend  the  King  Commission  —  give  it  the  mandate  to:  promote  the  holiday 
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through  citizen  empowered  community  service;  to  help  the  young  people  stop  the  killing  and 
violence  and  to  start  the  healing  and  building;  to  promote  interracial  cooperation  and  civic  unity. 
And  give  the  Commission  the  resources  to  do  its  job. 

Mr.  Chairman,  when  Congress  created  the  King  Holiday  it  created  a  holiday  totally  unique  in  the 
history  of  the  nation.  It  created  a  holiday  which  challenges  young  and  old  alike,  to  make  a 
difference  with  their  lives  -  to  face  the  future  with  courage  and  hope  and  to  become  "drum 
majors"  for  justice,  for  peace,  for  love  and  for  nonviolence.  This  is  what  the  King  holiday  is  all 
about.  To  make  a  difference  however  big  or  small,  but  to  make  a  difference.  No  existing  agency 
of  the  Federal  government  has  a  mandate  comparable  with  the  King  Federal  Commission.  The 
continuation  of  this  small  Commission  could  make  all  the  difference  in  achieving  the  full 
potential  of  the  King  Holiday. 

Dr.  King's  dream  is  a  growing  dream  —  so  is  the  holiday  which  honors  him  —  both  require 
constant  updating,  moving  on  to  new  frontiers  and  new  sacrifices  from  those  who  elect  to  follow 
in  his  footsteps.  The  King  Holiday  is  in  its  infancy  and  the  work  of  the  King  Federal 
Commission  is  just  beginning. 

pioyd93]house. 
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FUTURE  OF  THE  COMMISSION 

Mr.  Smith.  Ms.  King,  thank  you  for  your  very  fine  statement.  We 
appreciate  it. 

You  referenced  H.R.  1933. 

Mr.  Mollohan.  Mr.  Lewis  is  the  sponsor  of  that  legislation,  and 
that  creates  the  community  national  service  day.  Is  that  also  your 
authorizing  legislation? 

Mr.  Davis.  Yes. 

Mr.  Mollohan.  So  it  is  combined  in  one  bill,  in  H.R.  1933. 

Mr.  Davis.  It  would  extend  the  Commission  for  five  additional 
years  at  the  present  appropriation  level  of  $300,000,  and  it  would 
in  a  sense  legalize  the  King  holiday  and  make  it  a  national  day  of 
service. 

Mr.  Mollohan.  A  national  day  of  service? 

Mr.  Davis.  Yes,  sir. 

Mr.  Mollohan.  What  is  the  status  of  that  legislation? 

Mr.  Davis.  Right  now,  it  has  completed  its  committee  hearings, 
and  the  question  is  when  the  sponsors  intend  to  bring  it  to  the  at- 
tention of  the  full  House.  It  has  gone  to  two  of  the  committees  and 
passed,  and  as  Mrs.  King  indicated,  it  carries  over  100  cosponsors. 
So  the  question  now  is  when  it  will  be  brought  before  the  full 
House  for  a  vote. 

Mr.  Mollohan.  Do  you  know  what  committees,  what  those  two 
committees  are? 

Mr.  Minton.  Education  and  Labor  and  Post  Office  and  Civil 
Service. 

Mr.  Mollohan.  I  think  I  heard  you  say  that  the  legislation  has 
been  reported  out  of  both  of  those  committees? 

Mr.  Davis.  Yes. 

Mr.  Mollohan.  Is  there  similar  legislation  pending  on  the  Sen- 
ate side? 

Mr.  Davis.  There  is.  If  Mrs.  King  would  let  me  respond. 

Mrs.  King.  Yes. 

Mr.  Davis.  Senator  Harris  Wofford  has  introduced  S.  774  on  the 
Senate  side  which  would  do  the  same  thing  that  H.R.  1933  would 
do. 

Mr.  Mollohan.  What  is  the  status  of  the  bill  on  the  Senate  side? 

Mr.  Davis.  On  the  Senate  side,  we  are  waiting  for  a  hearing  and 
that  has  not  been  scheduled  at  this  time. 

Mr.  Mollohan.  Thank  you.  Looking  ahead  in  planning,  has  the 
Commission  looked  at  the  possibility  of  not  being  reauthorized? 

Mrs.  King.  No,  we  haven't  looked  at  that.  We  really  had  hoped 
that  we  would  not  have  to. 

Mr.  Mollohan.  You  are  looking  at  it  optimistically. 

Mrs.  King.  We  would  hope  that  there  would  be  support  for  it. 

Mr.  Davis.  I  just  brought  a  few  letters,  but  I  have  with  me  over 
11  letters  from  governors  of  States  endorsing  continuing  the  Com- 
mission, and  there  are  more  letters  from  mayors.  Mrs.  King  got  a 
letter,  I  think,  within  the  last  two  days  from  Senator  Biden  who 
heads  the  Judiciary  Committee  indicating  that  he  planned  to  sup- 
port S.  774.  So  there  is  considerable  support  with  the  governors 
and  with  the  mayors  with  whom  we  try  to  work  closely. 
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Mr.  Mollohan.  I  know  New  York  supports  your  activities  con- 
siderably. Are  there  any  other  States  that  are  as  supportive? 

Mr.  Davis.  Oh,  yes — Washington  State,  Utah,  New  Mexico,  Illi- 
nois and  on  and  on.  We  have  over  35  States  that  have  local  state 
Martin  Luther  King,  Jr.  Commissions.  Primarily,  they  are  vol- 
untary in  nature  and  not  funded  like  the  New  York  State  Commis- 
sion. The  Martin  Luther  King,  Jr.  Commission  and  the  Institute  for 
Nonviolence  are  two  agencies  that  are  funded  by  the  New  York  leg- 
islature. 

In  Florida,  they  have  established  a  new  Commission  and  an  in- 
stitute that  are  also  funded  by  State  funds;  and  New  Jersey  would 
be  another  State.  Most  of  the  commissions  are  given  technical  sup- 
port, office  space,  equipment,  supplies  and  assistance  from  the  gov- 
ernor's office,  but  are  basically  staffed  with  volunteers.  We  try  to 
work  with  all  of  these  commissions,  as  we  do  with  the  mayors,  who 
often  will  appoint  a  local  King  commission  or  committee  for  the 
city,  whether  it  is  Hollywood,  California,  San  Francisco  or  Chicago. 

Mr.  Mollohan.  You  are  describing  a  lot  of  support.  Are  there 
privately-funded  organizations  that  promote  Dr.  King's  teachings 
and  methods? 

Mrs.  King.  Oh,  yes,  many. 

Mr.  Mollohan.  Do  you  work  with  them? 

Mr.  Davis.  We  have  a  network.  We  have  over  12  national  com- 
mittees that  represent  what  we  call  targeted  groups.  For  example, 
we  have  a  Committee  on  Education  that  seeks  to  involve  the  edu- 
cational establishment  in  the  King  holiday  activities.  It  is  cochaired 
by  Sister  Catherine  McName,  the  President  of  the  National  Catho- 
lic Education  Association;  Keith  Geiger,  the  President  of  the  Na- 
tional Education  Association;  and  Albert  Shanker,  the  President  of 
the  American  Federation  of  Teachers. 

So  you  have  all  of  these  interest  groups  working  on  the  Edu- 
cation Committee  to  get  the  educational  community  and  establish- 
ment involved  in  the  holiday.  The  same  would  be  for  youth,  labor, 
colleges,  universities,  libraries,  civil  and  human  rights,  peace  and 
justice  organizations.  So,  the  only  way  that  we  can,  given  our  lim- 
ited budget,  do  anything  is  through  networking,  and  that  is  what 
we  try  to  do  with  the  national  organizations  and  the  private  sector. 

Mr.  Mollohan.  Do  any  of  these  States,  private  organizations,  or 
any  of  the  other  resources  you  referred  to  make  contributions  to 
the  Commission  and  help  carry  on  its  work?  If  they  don't,  could 
they  be  called  upon  to  assist  in  carrying  on  the  Commission's  work? 

Mrs.  King.  I  think  that  there  is  no  substitute  for  what  the  Com- 
mission is  doing.  I  think  the  organizations  that  work  with  the  Com- 
mission and  support  the  Commission  basically  get  their  direction 
many  times  as  to  how  to  promote  the  holiday  from  the  Commission, 
and  many  times  the  King  Center  will  provide  some  of  the  basic  ma- 
terials which  the  Commission  takes  and  disseminates. 

But  these  organizations  are  struggling  as  well.  They  don't  have 
many  resources,  so  they  are  not  able  to  do  much  in  terms  of  sup- 
porting directly.  But  we  do  have  tremendous  support,  given  the 
limitation  of  what  we  are  able  to  do  in  terms  of  promoting  the  work 
of  the  Commission. 

Mr.  Davis  probably  wants  to  add  to  what  I  said. 
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Mr.  Davis.  Part  of  the  problem  is  that  whether  you  are  talking 
about  the  United  Way  agencies  which,  as  you  know,  have  serious 
budget  problems  and  restrained  funding,  or  whether  you  are  talk- 
ing about  the  fellowship  of  reconciliation  under  the  Quaker-ori- 
ented organizations,  they  all  have  financial  difficulties  of  their  own. 

So  even  if  they  wanted  to,  including  the  States,  not  all  of  the 
States  are  in  the  position  that  New  York,  New  Jersey  or  Florida 
have  been  in — to  fund  their  own  State  commissions  or  institutes  for 
nonviolence.  Those  States  have  been  exceptional  in  being  able  to  do 
that. 

Mr.  Mollohan.  You  state  as  one  of  your  goals  here,  to  give  the 
Commission  the  resources  to  do  its  job.  What  level  of  resources  do 
you  think  would  be  necessary  for  the  Commission  to  do  its  job  as 
you  have  outlined  it  in  your  testimony  and  as  I  assume  it  is  set 
forth  in  the  reauthorizing  legislation? 

Mrs.  King.  Well,  certainly  we  would  like  to  be  able  to  ask  for 
more,  but  in  talking  with  various  Congresspersons,  some  of  whom 
serve  on  the  Commission,  we  have  limited  it  to  the  $300,000.  We 
had  talked  about  a  figure  of  $700  to  $1  million,  but  we  sort  of  com- 
promised on  $700 — that  could  do  a  great  deal,  but  actually,  if  the 
funds  were  available,  $1  million  would  be  much  better.  We  have 
had  this  discussion  before,  but  that  doesn't  seem  to  be  a  consider- 
ation at  all,  given  the  constraints  of  the  budget. 

Mr.  Davis.  Mr.  Chairman,  in  1989,  the  House  actually  passed 
legislation  that  would  have  made  the  Commission  permanent, 
under  the  leadership  of  Congressman  Dymally  at  that  time  would 
have  given  us  $500,000  as  a  compromise  to  $1  million  that  Ms. 
King  had  asked  for. 

We  ended  up  having  to  go  to  conference  with  the  Senate  and  that 
cut  us  back  to  five  years  and  $300,000.  That  was  not  action  by  the 
House  of  Representatives;  that  was  something  that  we  lived  with 
that  came  from  the  other  body. 

Mr.  Mollohan.  Okay.  One  more  question  before  I  turn  to  Mr. 
Moran.  What  Members  of  the  House  serve  on  the  Commission? 

Mr.  Davis.  Two  Republicans  and  two  Democrats  by  legislation 
are  required.  It  is  Congressman  Sawyer  and  Congressman  Alan 
Wheat  of  Missouri,  and  then  there  is  Congressman  Regula  of  Ohio 
and  Gary  Franks  of  Connecticut. 

Mr.  Mollohan.  Thank  you. 

Mr.  Davis.  Counsel  has  just  pointed  out  that  through  our  non- 
profit corporation,  we  did  increase  our  income  for  the  first  six 
months  of  this  year.  We  collected  $53,000  in  private  sector  money, 
which  is  encouraging,  but  our  primary  source  of  support  in  the  pri- 
vate sector  right  now  comes  from  the  National  Basketball  Associa- 
tion, the  National  Football  League,  and  Shell  Oil  Company.  They 
have  been  the  most  generous  of  our  supporters  at  this  point. 

Mr.  Mollohan.  Are  you  out  there  looking  for  support? 

Mr.  Davis.  We  are  out  there  looking.  The  best  year  we  had  was 
in  preparation  for  1986,  the  first  holiday,  and  that  effort  was  spear- 
headed by  Senator  Bob  Dole  who  was  then  the  Majority  Leader  of 
the  Senate,  and  Ed  Jefferson  who  was  then  the  Chairman  of  the 
DuPont  Company.  The  two  of  them  managed  to  raise  about 
$300,000.  That  was  our  maximum  effort  in  the  private  sector. 

Mr.  Mollohan.  Thank  you. 
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Mr.  Moran. 

OBLIGATIONS 

Mr.  Moran.  Thank  you,  Mr.  Chairman.  I  would  like  to  ask  about 
the  use  of  the  additional  $200,000  "birthday  gift,"  as  you  referred 
to  it.  How  did  you  use  the  $11,000  for  communications,  utilities 
and  miscellaneous?  You  have  $22,000  for  postage.  What  would  you 
send?  I  hate  to  get  so  picky,  but  this  is  a  budget  hearing — that  is 
what  we  are  supposed  to  ask  about. 

Mr.  Davis.  Are  you  looking  at  the  1995  budget? 

Mr.  Moran.  1994  budget  justification.  You  have  $200,000  that 
you  were  given  in  1994  that  you  didn't  anticipate.  What  would  you 
have  spent  $22,000  in  stamps  for?  We  are  a  little  sensitive  about 
the  use  of  stamps. 

Mr.  Davis.  I  could  say  something  about  postal  rates,  but  we  don't 
establish  the  fees  required  by  the  Postmaster  General,  nor  United 
Parcel  or  Federal  Express  or  otherwise.  But  much  of  our  work  has 
to  be  done  in  terms  of  mailing  materials  and  information  to  the 
constituencies  that  I  described. 

And  I  mentioned  that  we  try  to  maintain  12  national  committees 
that  reach  targeted  groups.  And  so  as  you  prepare  not  only  for  the 
holiday,  which  requires  mailings  to  all  of  the  mayors,  governors, 
and  regional  commissions,  it  also  requires  mailings  to  organiza- 
tions that  make  up  the  network,  such  as  the  American  Library  As- 
sociation, school  systems  and  so.  We  have  to  communicate  a  great 
deal  by  mail.  If  not  mail,  we  have  to  use  the  telephone.  We  only 
have  a  couple  of  staff  people  who  are  full  time  who  can  travel. 

Mr.  Moran.  Well,  it  is  about  $1,000  for  letters,  plus  another 
$3,000  for  Express  Mail,  telephones. 

Mr.  Davis.  But  you  are  dealing  with  all  50  States,  U.S.  terri- 
tories, military  installations,  both  domestic  and  overseas  as  well  as 
nations  around  the  world,  Congressman.  So  $22,000  is  not  really 
excessive. 

Mr.  Moran.  You  have  five  part-time  and  two  full-time  employ- 
ees— how  many  employees  do  you  have? 

Mr.  Davis.  We  have  two  full-time  employees. 

Mr.  Moran.  $4,000  for  telephone  is  a  lot;  don't  you  think  so? 

Mr.  Davis.  When  you  have  to  deal  by  mail  or  by  phone  because 
you  don't  have  a  bureaucracy  and  a  large  complement  of  staff  peo- 
ple that  can  interface  person  to  person,  you  have  to  do  it  by  mail. 

Mr.  Moran.  I  am  not  going  to  go  far  on  that  one. 

Mrs.  King.  May  I  say  something,  Congressman? 

Mr.  Moran.  Yes. 

Mrs.  King.  We  have  people  on  the  Commission  who  live  across 
the  country  and  sometimes  we  have  an  oversight  committee  that 
we  convene  before  the  regular  meetings.  We  have  quarterly  meet- 
ings. And  we  have  found  that  we  can't  afford  to  pay  for  them  to 
meet,  so  sometimes  we  use  the  telephone  for  conferencing. 

Mr.  Moran.  For  conferences? 

Mrs.  King.  Yes. 

Mr.  Davis.  Counsel  has  also  pointed  out  that  we  have  two  full- 
time  employees  who  are  employees  of  the  Commission,  but  the 
other  Federal  loan  people,  which  total  nine,  also  have  to  use  post- 
age and  telephones. 
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Mr.  Moran.  I  just  wanted  to  raise  the  question.  I  don't  want  to 
belabor  the  issue,  because  that  is  a  small  item.  The  big  items  of 
the  $200,000  that  you  weren't  anticipating  was  put  into  other  serv- 
ices and  the  purchase  of  goods  and  services  from  other  agencies. 
That  is  a  pretty  fungible  category,  and  most  of  your  other  services 
is  from  this  extra  $200,000.  All  Committee-related  activities, 
$45,500.  On  the  face  of  it,  it  is  a  little  hard  to  figure  out  how  you 
spent  that  money. 

Mr.  Davis.  Well,  the  money  was  appropriated  for  this  fiscal  year 
and  that  appropriation 

Mr.  Moran.  So  that  hasn't  actually  been  spent  yet? 

Mr.  Davis.  Right.  What  we  are  trying  to  do,  Congressman,  is  to 
prioritize  two  objectives.  One  is  to  aggressively  try  to  change  the 
image  that  the  Ring  holiday  is  merely  a  holiday  for  African-Ameri- 
cans, to  try  and  get  Americans  to  realize  that  it  is  a  holiday  in 
which  all  Americans  can  take  justifiable  pride  and  participate.  So 
that  is  a  real  serious  initiative  we  are  trying  to  do. 

And  the  second  one  is  to  get  them  to  change  the  perception  on 
how  to  observe  the  holiday  and  get  them  to  be  willing  to  undertake 
community  service  work.  So  we  have  to  retool  all  of  the  committees 
literally  from  the  beginning  to  the  end.  Plus  we  have  to  create  a 
committee  on  community  service  that  can  help  us  reach  United 
Way  agencies  and  all  of  the  other  networks,  so  that  you  have  two 
major  initiatives  that  we  would  like  to  undertake. 

And  in  preparation  for  that,  we  are  trying  to  have  a  national 
planning  conference  in  April  in  Los  Angeles  to  give  the  State  com- 
missions, local  commissions  and  private  organizations  an  oppor- 
tunity to  come  together  in  dialogue  and  strategize  with  us  on  how 
we  can  best  mobilize  the  country  around  those  two  concepts.  Out 
of  that  will  come,  hopefully,  a  lot  of  suggestions  from  the  bottom 
up  on  how  we  can  best  use  that  $200,000.  But  we  are  still  early 
into  fiscal  year  1994  at  this  point. 

Mr.  Moran.  So  there  was  not  any  activity  you  planned  to  con- 
duct before  the  Senate  gave  you  $200,000  more  money. 

Mr.  Davis.  We  wouldn't  have  been  able  to  undertake  the  initia- 
tive, and  just  as  we  have  never  been  able  to  promote  the  holiday, 
we  have  never  had  the  money  to  promote  the  King  holiday  in  the 
manner  in  which  it  should  be  promoted.  We  have  never  had  any 
surplus  of  monies  to  do  that  kind  of  thing. 

Mr.  Moran.  So  roughly  $50,000  is  spent  on  a  public  ad  cam- 
paign? 

Mr.  Davis.  No.  I  wouldn't  say  it  was  just  for  public  ads.  It  may 
be  for  posters  and  book  markers  or  public  service  radio.  I  am  just 
saying,  it  is  not  just  $50,000  earmarked  for  ads  or  advertising,  per 
se.  It  is  to  cover  a  variety  of  initiatives  that  can  communicate  with 
people  and  reach  people  and  get  people  involved  and  supportive.  It 
doesn't  necessarily  have  to  be  an  advertisement  in  the  newspaper. 

Mr.  JACOBSEN.  Excuse  me,  Congressman.  If  I  might  supplement. 
Close  to  a  quarter  of  the  additional  amount  authorized  for  this  year 
is  to  be  used  essentially  for  expenditures  to  create  cost  savings  and 
efficiencies  in  the  future.  If  you  have  a  chance  to  look  at  the  nar- 
rative, to  purchase  goods  and  services  under  "other  agencies"  is  pri- 
marily start-up  costs  for  switching  to  support  services  within  the 
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government  which  will  result  in  substantial  savings  in  the  future 
on  an  annual  basis. 

Mr.  MORAN.  That  $15,000  and  $33,000  is  for  new  computers.  It 
is  the  roughly  $15,000  that  you  have  put  under  committee-related 
activities.  Reading  the  justification,  it  wasn't  a  compelling  justifica- 
tion for  the  use  of  that  money.  It  seemed  a  little  amorphous.  But 
that  is  what  happens  when  it  is  money  that  wasn't  requested. 

Mrs.  King.  The  money  was  initially  requested;  it  just  is  that  we 
didn't  know  it  was  coming;  you  have  to  make  a  budget  based  on 
what  you  are  going  to  get. 

Mr.  Moran.  Well,  wasn't  the  budget  justification  based  on 
$300,000? 

Mrs.  King.  It  was. 

Mr.  Davis.  But  we  had  also  done  a  budget  justification  based  on 
$500,000. 

President  Bush  and  now  President  Clinton  has  put  $300,000  in 
the  budget.  I  don't  think  he  asked  Mrs.  King  whether  he  should 
put  $300,000  in  for  the  King  Commission.  He  did  it  on  his  own  ini- 
tiative which  we  have  no  control  over. 

Mr.  MORAN.  Okay.  Thank  you. 

Mr.  Mollohan.  Thank  you. 

Thank  you  all.  Mrs.  King,  again,  it  is  a  pleasure  to  have  you  ap- 
pear before  the  committee. 

Mrs.  King.  Thank  you. 

[The  following  questions  were  submitted  to  be  answered  for  the 
record:] 
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Questions  Submitted  by  Chairman  Smith 

Future  of  the  Commission 

Q2.      Has  the  Commission  planned  for  the  possibility  of  not  being  re-authorized?  What 
would  be  the  estimated  costs  of  closing  down? 

The  Congress  has  always  had  the  authority  to  terminate  or  not  reauthorize  the  King  Federal 
Holiday  Commission,  so  the  expectation  has  always  been  present.  In  the  event  the  Congress 
makes  such  a  decision,  the  Commission  would  close  its  Washington,  D.C.  and  Atlanta  offices, 
liquidate  its  assets  and  release  2  hired  and  7  detailed  personnel.    The  Commission  estimates  that 
three  months  would  be  required  to  orderly  cease  all  operations. 

The  Commission  has  requested  guidelines  for  close-out  procedures  from  the  Office  of 
Management  and  Budget,  the  Office  of  Personnel  Management  and  the  General  Services 
Administration.  Upon  receipt  of  all  the  information,  we  will  develop  a  formal  plan. 

The  servicing  personnel  office  has  prepared  preliminary  personnel  separation  costs  for  the  two 
paid  employees.  The  costs  range  from  $80,000  to  $95,000  depending  upon  the  option  of  one 
employee  who  could  take  an  early  retirement  or  severance  pay  and  includes  the  payment  of 
unused  annual  leave  (approximately  14  pay  periods  between  die  two  paid  employees). 

Other  activities  and  costs  associated  with  the  close-out  include  transfer  of  property  through  GSA, 
archiving  files  from  two  offices,  notification  to  constituents  of  the  closing  of  the  Commission 
through  a  direct  mail  and  through  the  Federal  Register.  Until  we  have  the  specific  guidelines,  we 
will  not  be  able  to  estimate  the  total  expenses  for  the  close-out. 

Q3.      Could  the  Commission's  activities  be  taken  on  by  the  Martin  Luther  King  Center, 
as  it  was  prior  to  the  authorization  of  funding  for  the  Commission  in  1989? 

It  would  be  presumptuous  for  the  Commission  to  respond  to  the  question  considering  that  it  is  a 
proposal  for  The  King  Center  Board  to  review  in  light  of  its  goals,  objectives,  and  budget.  We 
respectively  recommend  that  the  question  be  submitted  to  the  appropriate  officials  at  The  King 
Center.  Their  address  is  449  Auburn  Ave.,  N.E.  -  Atlanta,  GA  30312. 


Obligations 

Ql.      Last  year  the  Commission  was  appropriated  $200,000  more  than  requested.  Will 
you  be  able  to  obligate  the  total  $500,000? 

Yes.  Please  refer  to  the  revised  FY-94  budget  and  narrative  submitted  by  Mrs.  King  at  the  April 
23,  1994  hearing  (copy  enclosed). 

Q2.      What  was  the  Commission's  actual  obligations  for  FY  1993?  What  was  the  level  of 
carry  over  into  FY  1994? 
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Funds  expended  in  FY-93  amounted  to  $298,897  and  there  was  no  carry  over  of  federal  funds 
intoFY-94. 


Private  Contributions 

Ql.      You  anticipated  receiving  $65,000  in  private  contributions  in  1993;  you  received 
only  $34,000  and  carried  over  $13,000  into  1994.  Why  were  actual  donations  so  low  and 
why  wasn't  the  total  amount  used? 

The  Commission  finds  itself  in  a  position  of  having  to  compete  with  other  more  established 
organizations  for  a  shrinking  pool  of  corporate  and  private  resources. 

The  Corporation  seeks  to  retain  a  minimum  of  $10,000  in  cash  reserves  at  all  times. 
Approximately  $1,500  of  the  $13,000  was  obligated  funds  awaiting  a  billing. 

Q2.      The  Commission  has  received  $53,000  in  donations  in  the  first  four  months  of  FY 
1994.  Why  are  donations  so  much  higher  than  in  FY  1993?  Has  the  Commission  changed 
its  fund-raising  activities  in  some  way? 

A  portion  of  the  FY  1994  contributions  are  due  to  initiatives  that  began  in  FY  1993.  The 
Commission  has  gained  renewed  support  from  the  National  Football  League  which  last 
contributed  in  1990.    The  Commission's  new  two  point  focus  -  inclusiveness  and  community 
service  —  ha«  taken  an  increasing  interest  in  the  promotion  of  the  Commission's  work,  by 
corporate  America. 


King  Center 

Ql.      The  King  Center  provides  free  office  space  for  the  Commission.    How  is  the  Center 
able  to  provide  rent-free  space?  Can  it  not  also  provide  free  security,  maintenance,  etc? 

The  King  Federal  Holiday  Commission's  Atlanta  office  is  located  in  a  home  next  to  the  Birth 
Home  of  Dr.  Martin  Luther  King,  Jr.  Prior  to  1979  and  the  construction  of  the  King  Center's 
Freedom  Hall  Complex,  the  two  story  building  was  the  Administrative  Headquarters  for  the 
King  Center.  The  building,  which  the  King  Center  expects  to  sell,  requires  considerable  repairs 
and  rehabilitation  and  its  marketability  is  limited 

The  King  Center  offered  to  provide  the  Commission  with  free  office  space  in  the  Martin  Luther 
King,  Jr.  National  Historic  Park oricondition  that  the  Commission ^Sd- costs  associated  with  the— 
maintenance,  security,  minor  repair  and  upkeep,  cleaning,  utilities  and  landscaping.  The 
Commission,  after  consultation  with  the  General  Services  Administration,  negotiated  a  blanket 
agreement  with  the  King  Center  for  the  aforementioned  services. 


Q2.      What  was  the  Center's  FY  1993  funding  and  staffing  level. 


427 


The  King  Federal  Holiday  Commission  is  not  privy  to  this  kind  of  information.  We  respectively 
suggest  that  the  question  be  addressed  to  the  appropriate  officials  at  The  King  Center.  The 
address  is  449  Auburn  Ave.,  N.E.  -  Atlanta,  GA  30312. 


Staffing 

Ql.       How  many  of  the  seven  federal  staff  on  detail  from  other  agencies  were  with  the 
Commission  in  1993?  Do  these  staffers  work  part  time  or  full  time/ 

Five  federal  staff  members  were  with  the  commission  in  1993.  Loaned  personnel  are  detailed  on 
a  full  time  basis,  generally  for  six  months  or  one  year. 

Q2.      The  Commission  was  eligible  for  locality  pay  adjustments  in  FY  1994.  Was  it  also 
subject  to  the  President's  executive  orders  regarding  FTE  and  administrative  reductions? 

No.  Agencies  with  less  than  one  hundred  employees  are  exempt  from  Executive  Order  12839. 

Q3.      Last  year,  the  Commission  hired  paid  interns  to  provide  staff  support  for  various 
Commission  activities.  In  keeping  with  the  Commission's  emphasis  on  community  service, 
have  you  tried  to  recruit  interns  on  an  unpaid  basis? 

The  Commission  maintains  a  network  of  volunteer  support  that  it  can  draw  upon  regularly  to 
help  with  short  term  projects.    Paid  interns  are  generally  high  school  or  college  students  who 
work  part  or  full  time  for  longer  periods  of  time.  They  help  with  such  activities  as  the  National 
Planning  Conference  and  the  National  Youth  Assembly. 

The  Commission  has  had  only  limited  success  in  recruiting  unpaid  high  school  and  college 
interns. 

The  Commission  will  seek  support  for  one  or  more  interns  under  the  recently  enacted  National 
Community  Service  Legislation. 


Getting  Business  on  Board 

Ql.      In  your  testimony  last  year  you  stated  that  you  would  like  to  get  better  support  for 
the  holiday  from  business.  Are  any  of  the  Commissioners  prominent  business  leaders? 
Does  the  Commission  engage  in  any  "networking"  activities  with  leaders  in  the  private 
sector? 

Twenty  Three  At-Large  members  of  the  King  Federal  Commission  serve  one  year  terms.  This 
past  June  (1993)  special  efforts  were  made  to  recruit  business  leaders  resulted  in  two  new 
prominent  Commissioners  from  the  business  community:    David  C.  Jory,  Vice  President  & 
Director,  Federal  Tax  Legislation  &  Regulation,  Citicorp,  Washington,  D.C.  and  Richard  H. 
Kimberly,  Director  of  Federal  Government  Relations,  Kimberly-Clark  Corporation,  Washington, 
D.C.    Attorney  Donald  Alexander,  (Akin,  Gump,  Strauss,  Hauer  &  Feld),  and  a  member  of  the 
Commission  has  accepted  the  responsibility  for  the  recruitment  of  additional  business  persons 
for  the  Commission.  Commissioners  Alexander,  Jory  and  Kimberly  have  been  encouraged  to 
network  with  other  business  persons  and  to  seek  their  support  for  the  King  holiday  and  the  work 
of  the  King  Commission. 
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Mr.  Paul  Tagliabue,  Commissioner,  National  Football  League,  hosted  a  fund  raising  luncheon 
for  the  King  Federal  Commission  in  New  York  on  February  9.  More  than  30  business  persons 
attended  the  luncheon  which  resulted  in  $20,000  to  support  the  work  of  the  Commission. 

Other  business  leaders  on  the  Commission  are:  Mr.  Jesse  Hill  -  Atlanta  Life  Insurance  Co.,  Mr. 
W.  Stewart  Minton  -  Unidex  Reports,  Inc.,  Mr.  David  Stem  -  Commissioner  of  the  National 
Basketball  Association  t 

The  Commission  maintains  communications  with  the  business  community  through  mail  outreach 
to  Fortune  500  companies,  its  newly  created  Business  Advisory  Council,  its  Small  Business  and 
Industry  Committee  and  through  the  expected  solicitation  of  corporate  involvement  for  its 
community  service  program. 

Questions   Submitted  by  Congressman  Rogers 

Budget  Request 

Ql.      What  was  your  request  to  OMB? 

The  matter  of  increasing  the  Federal  funds  to  the  Commission  was  discussed  with  President  Bill 
Clinton  in  January  of  1992.  The  Office  of  Management  and  Budget  subsequently  advised  the 
Commission  staff  that  while  supportive,  the  President  was  able  to  only  request  $300,000  for  the 
work  of  the  Commission.  The  Commission  wanted  at  least  $500,000  but  under  the 
circumstances  only  requested  $300,000  from  OMB. 

Q2.  Last  year,  in  FY-94,  you  received  a  $200,000  increase  above  your  request,  and  above 
your  original  request  to  OMB.  How  have  you  spent  the  additional  $200,000?  Do  you 
anticipate  any  unobligated  balances  at  the  end  of  FY-94. 

The  Commission  was  unaware  of  the  additional  $200,000  until  mid  December  and  has  since 
adopted  a  budget  to  coincide  with  the  appropriation.  The  revised  budget  and  accompanying 
narrative  submitted  at  the  April  23,  1994  testimony  before  the  House  Subcommittee  on 
Commerce,  Justice,  State  and  the  Judiciary  is  enclosed. 

Q3.      What  is  the  level  of  support  you  receive  from  other  Federal  and  private  agencies  -- 
staffing,  equipment,  space,  etc. 

Category  Federal  Private 

Staffing  $295,000  $      00 

Equipment  5,000  4,500 

Space  36,000  18,000 

Printing  4.800  1.200 

TOTALS  $  340,800  $  24,700 

Note:  The  $295,000  reflects  1993  Federal  loan  staff  support.  It  varies  from  year  to  year  and  is 
dependent  on  the  length  of  the  detail  (6  to  12  months  generally)  and  the  number  of  staff  made 
available  by  agencies. 
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Status  of  Authorization 

Ql.      Do  you  anticipate  any  major  changes  in  the  Commission's  authorization,  such  as 
new  missions  or  programs. 

H.R.  1933  introduced  by  Congressman  John  Lewis  of  Georgia  and    S.  744  introduced  by 
Senator  Harris  Wofford  of  Pennsylvania,  would  transform  the  observance  of  the  Federal  Holiday 
in  honor  of  Dr.  King  into  a  national  day  of  community  service  and  action. 

In  addition  to  making  the  promotion  of  community  service  an  explicit  part  of  the  Commission's 
mission  and  purpose.the  legislation  would  also  authorize  the  continuation  of  the  Commission 
through  September  30,  1999  at  $300,000  for  FY-95.with  subsequent  increases  each  fiscal  year 
thereafter  in  increments  of  $50,000. 

Private  Fund-raising 

Ql.      You  indicate  again  this  year  that  private  donations  continue  to  decline.  What  do 
you  believe  accounts  for  this  continued  decline?  Do  you  see  any  changes  in  this  downward 
trend?  Is  the  Commission  planning  on  increasing  activities  to  raise  private  sector  funding? 

Due  to  the  past  economic  downturn  and  corporate  sector  down-sizing  most  corporations  either 
eliminated  public  giving  or  restricted  it  to  local  programing. 

The  Commission's  emphasis  on  community  service  will  allow  it  to  promote  programs  that  are 
essentially  local  in  nature  which  will  hopefully  lead  to  an  increase  in  corporate  support. 

The  Commission  has  been  encouraged  by  the  early  response  to  making  the  King  Holiday  a  day 
of  national  and  community  service  action  by  the  public,  the  media,  business,  and  national  service 
organizations  such  as  the  United  Way.  This  new  support  could  generate  additional  private  sector 
financial  support. 

The  Commission  is  also  exploring  several  possible  fund  raising  ventures  with  persons  in  the 
entertainment  and  record  industries. 

The  Commission  has  adopted  a  corporate  luncheon  program  which  is  designed  and  directed  by 
Commissioner  Leonard  Burchman.  We  have  already  held  one  luncheon  which  raised 
approximately  $20,000  and  anticipate  holding  more  in  the  future. 


Activities  of  the  Commission 

Ql.      Has  every  state  adopted  in  some  form  -  either  by  state  statute  or  by  proclamation  -- 
the  Martin  Luther  King  Holiday? 

The  King  Holiday  is  now  officially  observed  by  legislation,   executive  order  or  proclamation  in 
49  states,  all  US  territories  and  in  the  District  of  Columbia.  New  Hampshire  observes  Civil 
Rights  Day  but  in  1992  and  1993,  the  Governor  by  proclamation  made  it  the  Martin  Luther  King, 
Jr.  Civil  Rights  Day. 
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Q2.      What  do  you  now  see  as  the  future  activities  of  the  Commission  to  promote  the 
ideals  embodied  by  Dr.  King?  What  type  of  support  do  you  anticipate  the  Commission 
receiving  from  non-federal  sources  to  further  these  activities? 

The  Commission's  existing  programs  would  be  expected  to  continue.  The  Legislation  creating 
the  King  Federal  Commission  set  forth  its  primary  purposes  to  be: 

-  To  coordinate  efforts  with  Americans  of  diverse  backgrounds  and  private  organizations  in  the 
observance  of  the  Holiday. 

-  To  encourage  appropriate  ceremonies  and  activities  throughout  the  United  States. 

-  To  provide  advice  and  assistance  to  Federal,  State  and  local  governments  and  to  private 
organizations. 

The  Legislation  creating  the  Commission  also  stated  that  the  King  Holiday  "should  serve  as  a 
time  for  Americans  to  reflect  on  the  principles  of  racial  equality  and  nonviolent  social  change 
espoused  by  Martin  Luther  King,  Jr." 

The  Commission  has-establishes  standards  and  creates  appropriate  symbols,  images,  and  themes 
for  the  observance  of  the  Holiday.    It  also  serves  as  a  clearinghouse  for  information  and  suggests 
appropriate  ceremonies,  events,  and  programs  to  be  used  by  various  entities.  The  Commission 
sponsors  planning,  educational,  and  information  conferences,  workshops,  seminars,  and  special 
events.    The  Commission  maintains  a  Speakers  Bureau  and  develops  and  distributes  appropriate 
King  Holiday  observance  guidelines  for  targeted  audiences  i.e.  business,  labor,  education, 
entertainment,  youth,  professional  associations,  Federal  agencies  etc.    The  Commission  provides 
technical  assistance  and  staff  support  for  private  and  governmental  bodies  and  responds  to 
requests  from  the  general  public  on  Holiday  observance  matters. 

The  King  Commission  would  continue  the  preparation  and  distribution  of  its  Annual  Report  to 
the  President  and  the  United  States  Congress  on  the  Martin  Luther  King,  Jr.  Hobday 
observances,  along  with  its  quarterly  "I  Have  A  Dream"  Newsletter.  Both  the  Report  and  the 
newsletter  are  circulated  to  governors,  mayors  and  to  persons  and  organizations  on  our  mailing 
lists. 

Making  the  King  Holiday  a  day  for  national  and  local  community  service  actions,  will  open  new 
avenues  of  networking  for  the  King  Holiday  Commission.    Examples  of  this  would  be  with 
groups  as  diverse  as  the  United  Way  agencies,  youth  service  organizations,  environmental 
organizations  and  the  American  Red  Cross. 

The  Commission's  efforts  to  reach  young  people  with  Dr.  King's  legacy  and  teachings  through 
its  National  and  State  "I  Have  A  Dream"  Youth  Assemblies  and  its  Youth  Against  Violence 
Symposiums"  have  gained  increasing  support.    The  Commission's  national  theme  for  1994  was 
"Stop  the  Killing:  Start  the  Healing  and  Building".    The  theme  was  intended  to  encourage  young 
people  to  stop  the  killing  and  violence  and  to  undertake  actions  to  promote  healing  and  building 
in  their  families,  schools  and  communities.    The  assemblies  and  symposiums  are  expected  to 
receive  new  support  from  the  law  enforcement  and  educational  communities  and  private  sector 
funding  sources  such  as  the  National  Basketball  Association  and  the  National  Football  League. 


Wednesday,  February  23,  1994. 
MARITIME  ADMINISTRATION 

WITNESSES 

ADMIRAL  A.  J.  HERBERGER  MARITIME  ADMINISTRATOR 
TAYLOR  E.  JONES  II,  DIRECTOR,  OFFICE  OF  BUDGET 
CHER  BROOKS,  DIRECTOR  OFFICE  OF  EXTERNAL  AFFAIRS 
ELIZABETH  HARRISON,  LEGISLATIVE  AND  CONGRESSIONAL  AFFAIRS 

Mr.  Mollohan  [presiding].  The  Committee  will  come  to  order. 

The  next  item  the  Committee  will  consider  this  afternoon  is  the 
fiscal  year  1995  budget  request  for  the  Maritime  Administration, 
which  is  part  of  the  Department  of  Transportation.  The  request  is 
comprised  of  four  items:  $77  million  for  Operations  and  Training; 
$250  million  for  the  Ready  Reserve  Force;  $94  million  for  the  Mari- 
time Guaranteed  Loan,  Title  XI  program;  and  $214,356,000  for  Op- 
erating-Differential Subsidies,  liquidation  of  contract  authority.  In 
addition,  there  is  a  request  for  a  new,  permanent  appropriation  of 
$1  billion  for  a  Maritime  Security  Program. 

We  will  insert  the  justifications  submitted  in  support  of  this  re- 
quest into  the  record  at  this  point. 

[The  justifications  follow:] 
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Mr.  Mollohan  [presiding].  We  are  pleased  to  welcome  before  the 
Committee  today  the  Maritime  Administrator,  Admiral  Albert  J. 
Herberger.  Since  this  is  your  first  time  to  testify  before  the  sub- 
committee, Admiral,  we  will  insert  your  biographical  sketch  into 
the  record. 

We  would  appreciate  your  proceeding  with  your  oral  statement 
and  if  you  could,  introducing  others  at  the  witness  table  with  you. 

Admiral  Herberger.  Mr.  Taylor  Jones,  our  Budget  Director. 

Mr.  Mollohan.  Mr.  Jones,  welcome. 

General  Statement 

Admiral  Herberger.  Mr.  Chairman  and  Members  of  the  sub- 
committee, I  am  pleased  to  appear  before  you  to  discuss  the  Mari- 
time Administration's  fiscal  year  1995  budget  request. 

The  Maritime  Administration  is  responsible  for  the  promotion  of 
a  strong  U.S.  Merchant  Marine  for  the  carriage  of  domestic  and 
foreign  commerce  and  for  national  defense  purposes.  To  carry  out 
this  broad  responsibility,  we  strive  to  assure  an  active  fleet  of  pri- 
vately owned  and  operated  commercial  vessels;  a  sufficient  supply 
of  trained  and  efficient  personnel  to  man  these  ships;  a  govern- 
ment-owned reserve  fleet  of  cargo  vessels  which  can  be  activated 
during  a  national  emergency,  and  support  to  other  maritime-relat- 
ed activities  that  further  the  national  interests  of  the  United 
States. 

MARAD's  fiscal  year  1995  budget  request  reflects  the  President's 
commitment  to  maintaining  the  status  of  the  United  States  as  a 
maritime  Nation. 

From  a  military  perspective,  the  value  of  the  merchant  fleet  is 
evident  during  emergencies  or  wartime.  Privately  owned  American 
merchant  ships  and  our  civilian  seafarers  served  with  honor  during 
World  War  II,  Korea,  Vietnam  and  in  support  of  the  combined  al- 
lied forces  in  the  Persian  Gulf  in  1990  and  1991. 

A  key  element  of  this  year's  budget  is  the  maritime  security  pro- 
gram which  will  provide  approximately  $1  billion  in  security  pay- 
ments to  operators  over  the  next  10  years.  The  new  program  will 
foster  a  modern  competitive  American  Merchant  Marine  at  sub- 
stantially lower  cost  than  the  former  Operating-Differential  Sub- 
sidy program  and  seeks  to  ensure  the  continued  operation  of  mer- 
chant ships  under  the  American  flag,  manned  by  skilled,  American 
civilian  seafarers.  It  also  provides  supplemental  sealift  capacity 
which  can  be  made  available  when  needed  to  support  the  Nation's 
armed  services. 

This  budget  request  goes  beyond  previous  maritime  reform  pro- 
posals by  proposing  a  mandatory  program  and  by  identifying  a 
source  of  revenue  to  offset  program  costs.  That  additional  revenue 
will  be  derived  and  have  an  increase  in  vessel  tonnage  fees  of  ap- 
proximately $100  million  per  year  from  fiscal  year  1995  through 
fiscal  year  2004.  Required  legislation  is  being  reviewed  within  the 
Administration  and  is  expected  to  be  submitted  to  the  Congress 
early  next  month. 

This  budget  also  supports  the  President's  shipbuilding  initiative 
through  increases  in  funding  for  our  Title  XI  Guarantee  Program. 
Legislation  enacted  last  year  extends  Title  XI  program  to  cover  ves- 
sels built  for  export,  foreign  export,  and  some  shipyard  moderniza- 


502 

tion  programs.  The  $50  million  in  fiscal  year  1995  combined  with 
monies  available  in  fiscal  year  1994  will  permit  loan  guarantees  to 
cover  approximately  $1.5  million  worth  of  shipbuilding  during  fis- 
cal years  1994  and  1995. 

The  remaining  funds  requested  in  the  fiscal  year  1995  budget 
will  provide  for  the  payment  of  existing  long-term  contracts  for  the 
Operating-Differential  Subsidies,  will  maintain  the  agency's  Oper- 
ations and  Training  programs,  and  will  provide  support  for  the 
Ready  Reserve  Force  (RRF)  to  meet  Department  of  Defense  re- 
quirements. 

An  appropriation  of  $250  million  is  requested  for  the  RRF  ac- 
count. The  request  includes  $246  million  for  maintenance  and  oper- 
ations and  $4  million  for  facilities.  The  maintenance  funding  will 
enable  MARAD  to  maintain  the  readiness  levels  required  in  the 
Department  of  Defense  Mobility  Requirements  Study.  It  will  also 
provide  for  the  implementation  of  a  sealift  mobilization  manpower 
program  which  will  ensure  that  a  skilled  manpower  pool  is  avail- 
able to  supplement  union  seafarers  needed  during  an  emergency. 

Deferred  fiscal  year  1994  funding  for  fleet  additions,  $118  mil- 
lion, combined  with  an  anticipated  transfer  of  $43  million  from  the 
Department  of  Defense  will  be  used  to  purchase  more  roll-on,  roll- 
off  vessels  in  fiscal  year  1995. 

In  summary,  we  are  requesting  for  fiscal  year  1995  an  appropria- 
tion to  liquidate  the  contract  authority  of  $214,356,000  for  Operat- 
ing-Differential Subsidies,  a  permanent  appropriation  of  $1  billion 
for  Maritime  Security  Program,  $77  million  for  Operations  and 
Training,  $250  million  for  the  Ready  Reserve  Force,  and  $54  mil- 
lion for  the  Maritime  Guarantee  Loan  Program  (Title  XI). 

This  concludes  my  statement.  I  will  be  pleased  to  answer  any 
questions  that  you  may  have. 

[The  biographical  sketch  and  prepared  statement  of  Admiral 
Herberger  follow:] 
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US  Department 
o(  Transpor  tation 

Maritime 
Administration 


Administrator 


J00  Seventh  Street.  S  W 
Washington   0  C  20590 


VICE  ADMIRAL  ALBERT  J.  HERBERGER 


Vice  Admiral  Albert  J.  Herberger,  U.S.  Navy  (Retired),  became 
Administrator  of  the  Maritime  Administration  (MARAD)  on  September  14, 
1993,  following  his  nomination  by  President  Clinton  and  confirmation 
by  the  United  States  Senate.   An  agency  of  the  U.S.  Department  of 
Transportation,  MARAD  administers  Federal  laws  and  programs  designed 
to  promote  and  maintain  a  U.S.  merchant  marine  capable  of  meeting  the 
Nation's  shipping  needs  for  both  domestic  and  foreign  commerce  and 
national  security. 

Vice  Admiral  Herberger  served  in  the  merchant  marine  in  his  early 
career  years  and  in  the  United  States  Navy  for  thirty-two  years.   He 
retired  from  active  duty  in  the  Navy  in  April  1990.   He  was  Vice 
President,  Maritime  Affairs,  IPAC,  Inc.  (International  Planning  and 
Analysis  Center)  from  August  1990  -  April  1993. 

His  last  position  with  the  Navy  was  Deputy  Commander-in-Chief, 
U.S.  Transportation  Command,  where  he  was  responsible  for  developing 
and  implementing  a  strategy  to  promote  Government  and  civil  sector 
support  for  improvements  for  all  modes  of  national  transportation. 
This  effort  included  the  development  of  a  transportation  network  that 
would  incorporate  both  civil  sector  and  Government  programs  for 
traffic  management  and  computer-based  information  systems.   Vice 
Admiral  Herberger  has  more  than  seventeen  years  executive  experience 
involving  all  aspects  of  managing  manpower  resources  including 
recruiting,  training,  education,  distribution,  and  logistics. 

Due  to  severe  declining  trends  in  the  U.S.  maritime  industry. 
Vice  Admiral  Herberger  led  educational  and  advocacy  efforts  to  bring 
high-level  attention  to  this  vital  area  for  national  economic  and 
defense  purposes.   After  retiring  from  military  active  duty,  he 
continued  his  maritime  advocacy  efforts  as  a  member  of  the  National 
Defense  Transportation  Association  (Vice-chairman  Sealift  Committee) , 
Society  of  Naval  Architects  and  Marine  Engineers  Sealift  Panel  and 
Navy  League  of  United  States  National  Merchant  Marine  Affairs 
Committee,   Additionally,  he  has  chaired  a  National  Research  Council, 
Marine  Board  Committee  conducting  an  assessment  of  advances  in 
navigation  and  piloting. 

Vice  Admiral  Herberger  was  born  in  Albany,  New  York.   He  is  a 
graduate  of  the  U.S.  Merchant  Marine  Academy  at  Kings  Point,  New  York. 


November  17,  1993 
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DEPARTMENT  OF  TRANSPORTATION 
STATEMENT  OF  THE  MARITIME  ADMINISTRATOR 

ALBERT  J.  HERBERGER 

BEFORE  THE  SUBCOMMITTEE  ON  COMMERCE, 

JUSTICE,  STATE,  AND  JUDICIARY 

OF  THE  COMMITTEE  ON  APPROPRIATIONS 

U.S.  HOUSE  OF  REPRESENTATIVES 

IN  SUPPORT  OF  FISCAL  YEAR  1995  APPROPRIATIONS 


Mr.  Chairman  and  Members  of  the  Subcommittee: 

I  am  pleased  to  appear  before  you  to  discuss  the  Maritime 
Administration's  Fiscal  Year  1995  budget  request.  The  Maritime 
Administration  is  responsible  for  the  promotion  of  a  strong  U.S. 
merchant  marine  for  carriage  of  domestic  and  foreign  commerce  and 
for  national  defense  purposes.  To  carry  out  this  broad  responsibility 
we  strive  to  assure:  (1)  an  active  fleet  of  privately-owned  and 
operated  commercial  vessels;  (2)  a  sufficient  supply  of  trained  and 
efficient  personnel  to  man  these  ships;  (3)  a  Government-owned 
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reserve  fleet  of  cargo  vessels  which  can  be  activated  during  national 

emergencies;  and  (4)  support  to  other  maritime-related  activities  that 

further  the  national  interests  of  the  United  States. 

Overview 

The  Maritime  Administration's  FY  1995  budget  request  reflects  the 
President's  commitment  to  maintaining  the  status  of  the  United 
States  as  a  maritime  nation. 

From  a  military  perspective,  the  value  of  the  merchant  fleet  is  evident 
during  emergencies  or  war  time,  but  is  soon  forgotten.  Privately 
owned  American  merchant  ships  and  our  civilian  seafarers  served 
with  honor  during  World  War  II,  Korea,  Vietnam,  and  in  support  of  the 
Combined  Allied  Forces  in  the  Persian  Gulf  in  1990  and  1991. 

With  the  end  of  the  Cold  War,  we  are  shifting  from  a  forward 
deployment  posture  with  large  forces  stationed  overseas,  to  a 
"power-projection"  from  the  United  States.  In  the  absence  of  timely 
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sealift,  the  strategic  concept  of  power  projection  of  heavy  forces  and 

global  reach  will  be  merely  hypothetical. 

The  commercial  U.S. -flag  fleet  is  a  most  cost-effective  source  of 
military  sealift.  The  military  benefits  of  the  merchant  fleet  are  all  the 
more  compelling  when  we  consider  the  economic  and  commercial 
value  of  this  industry  as  well. 

In  recent  years,  there  has  been  dramatic  change  in  the  efficiency  and 
productivity  in  ocean  transportation,  and  the  prime  innovators  have 
been  American  carriers.  They  have  pioneered  specialized  ships, 
containerization,  double  stack  rail  cars,  specialized  containers, 
electronic  equipment  identification,  and  satellite  tracking  which  is 
providing  in-transit  visibility  and  just-in-time  logistic  services  that 
American  businesses  demand  today. 

As  a  result  of  intermodal  transportation,  manufacturers  and  the  rest 
of  our  industrial  and  agricultural  sectors  benefit  from  lower  costs  -- 
not  only  for  transportation,  but  also  for  needing  less  warehouse 
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space,  maintaining  inventory,  and  the  costs  of  delays.   Our  budget 

request  recognizes  that  we  must  not  give  up  the  U.S.  leadership  role 

in  the  international  maritime  area. 

A  key  element  of  this  year's  budget  is  the  Maritime  Security  Program 
which  will  provide  $1  billion  in  security  payments  to  operators  over 
the  next  ten  years.  The  new  prog. am  will  foster  a  modern, 
competitive  American  merchant  marine  at  substantially  lower  cost 
than  the  former  operating-differential  subsidy  (ODS)  program  and 
seeks  to  ensure  the  continued  operation  of  merchant  ships  under  the 
American  flag  by  skilled  American  civilian  seafarers.  It  also  provides 
supplemental  sealift  capacity  which  can  be  made  available  when 
needed  to  support  the  nation's  armed  services. 

Payments  will  be  set  at  $2.5  million  per  ship  per  year,  through  FY 
1997,  decreasing  to  $2.0  million  in  FY  1998  through  the  end  of  the 
program  in  FY  2004.  The  payment  per  vessel  is  about  one-third  to 
one-half  less  than  the  average  payment  under  the  former  ODS 
program. 
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This    budget    request    goes    beyond    previous    maritime    reform 

proposals  by  proposing  a  mandatory  program  and  by  identifying  a 

source  of  revenue  to  offset  program  costs.   That  additional  revenue 

will    be    derived    from    an    increase    in    vessel    tonnage    fees    of 

approximately  $100  million  per  year  from  FY  1995  through  FY  2004. 

Required  legislation  is  being  reviewed  within  the  Administration  and 

is  expected  to  be  submitted  to  the  Congress  early  next  month. 

American  sealift  is  essential  to  our  participating  in  peacekeeping  and 
humanitarian  relief  efforts  overseas,  and  an  American  commercial 
fleet  is  essential  to  that  sealift  capability.  I  look  forward  to  working 
with  the  Congress  to  achieve  enactment  this  year. 

The  budget  also  supports  the  President's  shipbuilding  initiative 
through  increases  in  funding  for  our  Title  XI  and  research  and 
development  programs.  Legislation  enacted  last  year  extends  the 
Title  XI  program  to  cover  vessels  built  for  export  and  some  shipyard 
modernization. 
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The   remaining   funds   requested   in  the   FY   1995   budget  for  the 

Maritime  Administration  will  provide  for  the  payment  of  existing  long- 
term  contracts  for  Operating-Differential  Subsidies,  will  maintain  the 
agency's  operations  and  training  programs,  and  will  provide  full 
support  for  the  Ready  Reserve  Force  (RRF)  to  meet  Department  of 
Defense  requirements. 

REQUEST  FOR  APPROPRIATIONS 

Operating-Differential  Subsidies  (OPS) 

An  appropriation  to  liquidate  contract  authority  of  $214,356,000  is 
requested,  a  net  decrease  of  $26,514,000,  based  on  the  most  current 
rate.  This  will  pay  for  contracts  for  28  liner  and  24  bulk  ships,  a 
decrease  of  25  liners  and  6  bulk  ships  from  FY  1994.    The  program 

■ 

is  designed  to  offset  the  higher  total  costs  associated  with  operating 
U.S. -flag  vessels  versus  lower  cost  foreign-flag  vessels. 
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Maritime  Security  Program  (MSP) 

As  stated  earlier,  a  permanent  appropriation  of  $1  billion  is 
requested  since  obligations  will  be  incurred  when  contracts  are 
signed  in  FY  1995.  This  request  will  provide  for  implementing  the 
new  program  in  FY  1995  for  32  vessels  and  will  allow  the  Maritime 
Administration  to  make  approximately  $80  million  in  security 
payments  to  U.S. -flag  vessels  operating  in  the  U.S. -foreign  trade. 

Operations  and  Training  (O&T) 

An  appropriation  of  $77  million  is  requested  for  FY  1995,  an  increase 
of  $577,000  over  the  FY  1994  appropriation.  The  requested  increase 
is  necessary  to  provide  for  unavoidable  cost  increases  such  as 
annualization  of  1994  and  1995  pay  raises,  and  inflation.  In  addition, 
adjustments  have  been  made  to  provide  for  increases  to  the  U.S. 
Merchant  Marine  Academy  ($1.8  million)  for  accreditation-related 
requirements  and  new  educational  programs,  and  for  completing  the 
replacement  of  the  heating  system. 
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Also  included  in  the  total  request  is  an  increase  for  the  Research  and 

Development  program  ($1.9  million)  to  permit  expansion  of  our 

activities  in  the  critical  areas  of  Intermodal  Transportation,  Marine 

Environmental      Protection,      Maritime      Safety      and      Industry 

Competitiveness.   We  will  increase  our  efforts  to  work  more  closely 

with  all  sectors  of  the  maritime  industry  in  cooperative  research  and 

development  to  assist  in  the  revitalization  of  this  important  national 

capability. 

Ready  Reserve  Force  (RRF) 

An  appropriation  of  $250  million  is  requested  for  this  account,  a 
decrease  of  $48  million  from  FY  1994.  The  request  includes  $246 
million  for  Maintenance  and  Operations  and  $4  million  for  Facilities. 
The  maintenance  funding  will  enable  MARAD  to  maintain  the 
readiness  levels  required  in  the  Department  of  Defense  Mobility 
Requirements  Study  (MRS)  for  about  85%  of  the  fleet.  It  will  also 
provide  for  the  implementation  of  the  Sealift  Mobilization  Manpower 
Program  which  will  insure  a  skilled  manpower  pool  is  available  to 
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supplement  the  pool  of  union  seafarers  needed  during  an  emergency. 

Deferred  FY  1994  funding  for  Fleet  Additions  ($118  million),  combined 

with  an  anticipated  transfer  of  $43  million  from  the  Department  of 

Defense,  will  be  used  to  purchase  3  or  more  RO/ROs  in  FY  1995. 

Maritime  Guaranteed  Loan  (Title  XI)  Program 

An  appropriation  of  $54  million  is  requested  for  administrative 
expenses  and  subsidy  amounts  associated  with  new  loan  guarantee 
commitments  for  FY  1995.  Of  the  total,  $50  million  is  required  to 
cover  subsidy  costs  and  $4  million  is  to  cover  administrative  costs. 
These  resources,  combined  with  monies  available  in  FY  1994  will 
permit  loan  guarantees  of  approximately  $1.5  billion  during  FY  1994 
and  FY  1995  to  strengthen  America's  shipyards  and  introduce  newer 
more  efficient  ships  into  the  fleet. 
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SUMMARY 

In  summary,  we  are  requesting  for  FY  1995  an  appropriation  to 
liquidate  contract  authority  of  $214,356,000  for  Operating-Differential 
Subsidies;  a  permanent  appropriation  of  $1  billion  for  the  Maritime 
Security  Program;  $77,000,000  for  Operations  and  Training; 
$250,000,000  for  the  Ready  Reserve  Force;  and  $54,000,000  for  the 
Maritime  Guaranteed  Loan  Program  (Title  XI). 

This  concludes  my  prepared  statement  and  I  will  be  pleased  to 
answer  any  questions  that  you  may  have. 
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MARITIME  REVITALIZATION 


Mr.  Mollohan.  Your  budget  proposal  includes  a  legislative  pro- 
posal for  a  new  $1  billion  Maritime  Security  Program  subject  to 
PAYGO,  which  will  replace  the  existing  Operating-Differential  Sub- 
sidy program. 

Could  you  please  briefly  describe  for  the  Committee  the  overall 
proposal  and  tell  us  how  this  program  relates  to  the  Administra- 
tion's overall  maritime  reform  cost? 

Admiral  Herberger.  Yes.  The  $1  billion  would  cover  approxi- 
mately 52  vessels  on  10-year  contracts,  and  the  specific  contracts 
for  the  individual  vessels  would  be  $2.5  million  per  ship  for  the 
first  three  years  of  the  program,  going  down  to  $2.0  million  per 
ship  for  the  remaining  seven  years.  In  exchange  for  that  flat  fee, 
the  companies  would  make  their  vessels  available  as  needed  on  a 
specific  time  line  during  a  national  emergency. 

For  example,  if  we  needed  a  vessel  on  the  fifth  day  after  an 
emergency  cropped  up,  we  would  require  an  operator  to  make  that 
vessel  and  his  entire  transportation  system  available  as  long  as 
needed.  It  would  be  origin  to  destination  or  what  is  called  inter- 
modal  capability,  so  that  this  whole  program  would  be  readily 
available  in  time  for  any  unsuspected  emergency  or  humanitarian 
effort. 

We  are  going  to  deregulate.  The  current  program  has  very  spe- 
cific trade  routes,  has  so  many  sailings  per  month,  it  is  very  regu- 
lated and  has  been  that  way  for  many  years.  We  are  going  to  take 
off  all  of  that  regulation  so  that  these  operators  will  be  able  to  go 
where  the  business  is  and  truly  be  in  competition  with  their  foreign 
ship  operating  competitors. 

We  are  going  to  permit  the  purchase  of  vessels  wherever  the 
market  dictates,  wherever  they  can  buy  them.  For  years,  they  have 
been  unable  to  buy  from  U.S.  yards  due  to  the  United  States  yards 
being  out  of  the  commercial  shipbuilding  business  for  all  practical 
purposes.  We  are  going  to  ensure  that  we  get  the  best  out  of  the 
new  origin  to  destination  transportation  systems.  So  the  program 
is  new.  It  is  not  the  same  as  the  old  program. 

The  previous  Operating-Differential  Subsidy  was  based  on  wage 
scales  and  it  was  calculated  every  year  for  certain  trade  routes.  We 
are  reducing  the  amount  of  money  put  into  this,  and  we  think  we 
are  just  going  to  get  a  greater  amount  of  capacity. 

Another  feature  of  this  program  is,  we  are  going  to  insist  that 
the  vessels  be  15  years  or  younger.  We  are  going  to  strive  for  a 
more  modern  fleet. 

Mr.  Mollohan.  Good.  Have  you  had  any  discussions  with  the 
Merchant  Marine  and  Fisheries  Committee  about  this  proposal? 

Admiral  Herberger.  Yes,  we  have. 

Mr.  Mollohan.  Can  you  describe  those  for  us? 

Admiral  Herberger.  We  have  had  very  good  preliminary  discus- 
sions with  them.  We  are  very  familiar  with  their  bill,  H.R.  2151, 
from  last  year. 

Mr.  Mollohan.  How  does  your  proposal  compare  to  theirs? 

Admiral  Herberger.  In  the  main,  it  compares  favorably.  They 
have  certain  features  in  theirs  that  we  do  not  have.  A  couple  of 
them  that  come  to  mind  are  the  payments — like  CDS  (Construction 
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Differential  Payment)  and  series  transition  payments.  Ours  does 
not  include  these  payments.  Their  proposal  does.  Our  shipbuilding 
initiative  as  announced  by  the  President  last  year  is  a  five-point 
shipbuilding  initiative  costing  $1  billion  and  sized  to  accommodate 
52  ships  with  payments  as  previously  specified.  Their  bill  costs  ap- 
proximately $1.2  billion,  and  supports  an  unspecified  number  of 
ships. 

There  are  also  some  other  features  having  to  do  with  eligibility. 
But  in  the  main,  it  is  very  similar  to  theirs.  And  we  have  had  con- 
sultation with  the  staff. 

Mr.  MOLLOHAN.  Is  it  your  sense  that  the  Merchant  Marine  and 
Fisheries  Committee  is  inclined  to  accommodate  their  legislation  to 
yours 

Admiral  Herberger.  We  have  every  reason  to  believe  so,  yes. 

Mr.  Mollohan  [continuing].  To  your  proposal? 

Admiral  Herberger.  I  am  not  saying  that  they  won't  want  to 
keep  certain  features  of  theirs.  I  think  that  is  out  ahead  of  us.  But 
I  am  sure  that  they  are  going  to  support  our  primary  features. 

Mr.  Mollohan.  What  is  the  status  of  your  proposal  on  the  Sen- 
ate side? 

Admiral  Herberger.  On  the  Senate  side,  there  is  no  like  bill.  So 
obviously,  the  Senate  will  go  to  hearings.  We  have  been  in  discus- 
sions with  the  Senate  staff  too,  and  they  are  anxiously  awaiting  the 
Administration  to  come  in  with  a  bill  so  that  we  can  all  start  work- 
ing toward  a  revitalization  program. 

Mr.  Mollohan.  Did  they  sound  like  they  are  as  sympathetic  as 
the  House? 

Admiral  Herberger.  Yes,  absolutely. 

Mr.  Mollohan.  I  understand  that  this  $1  billion  proposal  is  to 
be  offset  by  an  increase  in  tonnage  fees.  How  much  of  an  increase 
is  being  proposed,  and  who  will  bear  the  burden  of  paying  that  in- 
crease? 

Admiral  Herberger.  It  will  be  approximately  a  150  percent  in- 
crease to  the  current  tonnage  fees.  It  will  raise  about  $100  million. 
The  cost  would  be  borne  by  all  vessels,  foreign  and  U.S.,  entering 
U.S.  ports.  That  is  what  the  current  tonnage  tax  is. 

Mr.  Mollohan.  What  will  be  the  consequences  for  the  U.S.  ship- 
ping industry  if  this  maritime  security  program  or  a  substitute  sub- 
sidy program  is  not  adopted  by  the  Congress  prior  to  the  end  of 
this  session? 

Admiral  Herberger.  I  think  you  would  see  a  further  erosion  of 
the  current  U.S.  flag  fleet.  There  has  been  a  discussion  and  a  de- 
bate going  on  now  for  about  three  years  regarding  the  need  of  a 
U.S.  commercial  Merchant  Marine.  The  major  operating  compa- 
nies— those  with  the  most  modern  assets — already  have  requests 
into  the  Maritime  Administration  to  reflag  a  number  of  their  ves- 
sels. 

We  are  holding  up  action  on  those  reflagging  applications  await- 
ing the  outcome  of  this.  Those  companies  have  been  very  patient. 
They  are  anxious  to  see  if  we  are  going  to  get  a  maritime  revital- 
ization. 

So  if  there  was  no  action  this  year,  I  think  a  very  strong  signal 
would  go  out  to  the  industry  that  there  is  not  going  to  be  maritime 
revitalization.  The  pressure  would  be  on  to  reflag,  downsize,  and 


517 

we  would  lose  a  substantial  portion  of  what  we  have  left,  and  a 
substantial  number  of  skilled  mariner  jobs. 

This  is  at  a  time  when  the  government  fleet  is  building  up  on 
the  defense  side.  We  are  adding  ships  to  the  RRF.  We  are  convert- 
ing and  constructing  new  sealift  ships.  So  there  is  an  increasing  de- 
mand for  skilled  mariners.  At  the  same  time,  by  a  number  of  dif- 
ferent actions,  the  commercial  marine  is  coming  down  in  size.  Even 
with  our  program,  it  is  going  to  come  down  in  size.  But  the  new 
vessels  will  be  bigger  and  faster  and  should  be  very  good. 

Mr.  Mollohan.  So  you  are  receiving  good  support? 

Admiral  Herberger.  At  this  time,  we  are.  From  all  aspects,  we 
are  receiving  good  support.  They  don't  know  all  of  the  particulars 
and  we  won't  be  able  to  unveil  those  until  we  come  in  with  our  leg- 
islation, but  they  know  the  general  parameters  and  they  are  anx- 
iously waiting. 

READY  RESERVE  FORCE 

Mr.  Mollohan.  While  the  overall  request  for  the  Ready  Reserve 
Force  has  decreased  below  fiscal  year  1994,  your  request  for  the 
maintenance  and  operations  of  RRF  has  increased.  What  policy 
changes  within  the  Administration  has  led  to  this  increase? 

Admiral  Herberger.  One  of  the  major  lessons  learned  from 
Desert  Storm  and  Desert  Shield  and  the  activation  of  the  RRF  was 
that  they  were  not  as  ready  as  people  wished  they  were.  And  to 
ensure  that  they  are  at  a  higher  state  of  readiness  for  any  future 
call-up,  we  are  putting  much  more  into  ensuring  that  certain  class- 
es of  vessels,  the  roll-on,  roll-off  vessels  and  others  that  would  be 
most  useful  for  the  surge  portion  of  a  deployment,  the  initial  de- 
ployment, are  ready. 

The  roll-on,  roll-off  vessels  will  be  in  a  four-day  standby  status. 
We  are  going  to  be  putting  10-man  partial  crews  on  during  peace- 
time to  ensure  that  the  ships  are  maintained  and  that  the  crew  is 
familiar  with  the  vessels,  so  that  they  are  truly  going  to  be  ready 
to  commence  loading  96  hours  after  the  signal  is  given. 

The  next  level  of  readiness  would  be  a  group  of  five-day  ships 
that  would  be  ready.  They  will  have  two-man  crews.  Again,  the 
readiness  will  be  enhanced.  The  vessels  are  going  to  be  outported 
near  the  Army  ports  of  embarkation,  so  you  won't  have  a  lot  of  lost 
time  spent  moving  vessels  from  reserve  fleets  to  shipyards.  So 
there  are  a  number  of  initiatives. 

We  repaired  everything  that  needed  to  be  repaired  when  the  ves- 
sels were  deactivated  from  Desert  Storm  and  Desert  Shield.  There 
was  no  deferred  maintenance,  no  deferred  repairs,  so  they  are  in 
a  higher  state  of  readiness.  The  RRF  will  truly  be  part  of  the  re- 
quirements for  sealift  and  for  bringing  back  U.S.  forces  to  the  con- 
tinental United  States.  A  greater  need  to  be  able  to  rapidly  deploy 
on  a  very  short  notice  makes  all  of  this  sealift  and  airlift  very  criti- 
cal for  the  future  in  the  strategy  that  is  being  devised  today. 

FLEET  ADDITIONS 

Mr.  Mollohan.  Your  fiscal  year  1995  request  does  not  include 
any  new  funding  for  fleet  addition.  What  accounts  for  this  shift  in 
emphasis  from  1994? 
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Admiral  Herberger.  We  had  $118  million  available  in  fiscal 
year  1994.  Because  of  the  requirements  of  the  procurement  process, 
that  money  won't  be  executed  until  fiscal  year  1995.  So  we  are 
going  to  take  the  $118  million  from  fiscal  year  1994,  together  with 
$43  million  more  coming  from  Defense  for  a  total  of  about  $160 
million,  and  we  will  be  making  a  purchase  in  early  fiscal  year  1995. 

We  feel  that  we  are  going  to  get  a  much  more  economical  buy 
that  way.  Instead  of  coming  out  piecemeal,  buying  a  couple  this 
year  and  a  couple  more  next  year,  we  will  go  through  the  whole 
bidding  process  through  the  next  nine  months,  and  then  by  early 
fiscal  year  1995,  we  will  buy  four  or  five  roll-on,  roll-off  vessels  to 
add  to  the  22  that  we  have  today. 

Mr.  Mollohan.  How  many  ships  do  you  have  in  the  RRF? 

Admiral  Herberger.  There  are  97  today,  and  right  now,  the 
plan  is  to  go  for  at  least  seven  more  roll-on,  roll-off  vessels. 

Mr.  Mollohan.  What  is  the  DOD  recommendation? 

Admiral  Herberger.  That  is  their  recommendation. 

Mr.  Mollohan.  And  you  are  accepting  that? 

Admiral  Herberger.  They  determine  the  requirements,  and  it  is 
part  of  the  overall  defense  requirement  study,  how  much  sealift  do 
we  need,  and  then  they  take  in  all  categories  of  shipping  and  the 
RRF  is  one  component  of  that.  So  it  is  DOD's  requirement. 

There  is  another  survey  of  the  whole  requirements  area  ongoing 
now,  and  there  are  discussions  regarding  taking  some  of  the  older, 
what  they  call  "break  bulk,"  the  older  cargo  vessels,  out  of  the  RRF 
and  placing  them  back  into  the  NDRF.  Taking  them  out  of  the  10 
or  20-day  standby  condition  and  putting  them  in  a  30-day  and  be- 
yond readiness.  That  effort  is  going  to  be  ongoing. 

We  have  been  in  consultation  with  the  United  States  Transpor- 
tation Command  and  other  components  in  DOD  as  they  deliberate 
on  this. 

MERCHANT  MARINE  ACADEMY 

Mr.  Mollohan.  Let  me  ask  you  a  couple  of  questions  about  the 
Merchant  Marine  Academy.  The  Vice  President's  study  rec- 
ommends that  you  begin  charging  tuition? 

Admiral  Herberger.  Yes. 

Mr.  Mollohan.  Have  you  evaluated  that? 

Admiral  Herberger.  Yes,  we  have  evaluated  it,  and  we  were 
able  to  defer  the  stepping  up  to  that  for  fiscal  year  1995,  because 
the  next  class  was  already  being  recruited  when  this  decision  was 
made.  That  class  will  be  entering  in  the  summer  of  1994. 

Mr.  Mollohan.  Do  you  intend  to  implement  it? 

Admiral  Herberger.  Not  for  the  next  fiscal  year.  But  for  the 
class  in  fiscal  year  1996. 

Mr.  Mollohan.  You  are  going  to  implement  it? 

Admiral  Herberger.  In  order  to  implement  it,  the  law  has  to  be 
changed.  The  whole  issue  will  be  decided  on  the  Hill.  Title  XIII  will 
have  to  be  changed  in  order  for  us  to  start  charging  tuition. 

Mr.  Mollohan.  I  note  you  are  a  graduate? 

Admiral  Herberger.  I  am  a  graduate. 

Mr.  Mollohan.  Of  the  Academy? 

Admiral  Herberger.  Yes. 
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Mr.  Mollohan.  As  a  graduate,  what  do  you  think  about  that 
proposal? 

Admiral  Herberger.  I  feel  there  is  still  a  strong  need  for  the 
Merchant  Marine  Academy,  and  I  feel  that  we  really  have  to  assess 
what  impact  charging  tuition  will  have.  This  is  going  to  be  the  ef- 
fort that  we  are  going  to  be  involved  in  this  year.  It  is  easy  to  say, 
start  charging.  I  think  that  the  initial  reaction  to  it  is  that  we  will 
not  get  the  type  of  students  that  we  have  been  getting  that  have 
been  highly  successful,  we  won't  get  the  diversity,  we  won't  get  the 
geographic  spread. 

Mr.  Mollohan.  Or  economic  diversity. 

Admiral  Herberger.  Economic  diversity,  certainly.  I  know  that 
there  will  be  great  deliberation  on  the  issue  here  on  the  Hill,  but 
the  law  will  have  to  be  changed  before  we  will  be  permitted  to  start 
charging  tuition. 

Mr.  Mollohan.  Am  I  correct  now  that  a  student  at  the  Merchant 
Marine  Academy,  like  the  other  service  academies,  is  paid  to  at- 
tend? 

Admiral  Herberger.  No. 

Mr.  Mollohan.  That  is  not  correct? 

Admiral  Herberger.  No.  They  get  paid  by  the  shipping  line  dur- 
ing their  sea  year.  Out-of-pocket  expenses  over  the  four  years  to 
buy  their  own  computers  and  supplies  average  about  $7,000  per 
student.  When  I  went  there,  we  received  a  salary.  We  received 
enough  to  buy  soap  and  pay  for  our  laundry.  It  was  approximately 
$22  a  month.  That  allowance  has  been  stopped,  so  that  the  only 
earnings  that  they  receive  are  during  the  sea  year  where  they  have 
to  pay  for  their  own  meals  and  some  of  their  own  activities. 

Mr.  Mollohan.  But  tuition,  board  and  room? 

Admiral  Herberger.  No,  they  don't  pay  tuition  and  certainly 
they  don't  pay  board.  It  is  a  Federal  academy  in  the  true  sense. 
They  have  an  obligation  for  that.  They  have  a  six-year  reserve  obli- 
gation. Six-years  in  the  industry  or  eight-year  military  reserve  obli- 
gation. And  all  of  the  graduates  are  either  in  the  Naval  Reserve 
or  another  branch  of  the  military  as  Reserve  officers. 

Mr.  Mollohan.  Have  there  been  any  hearings  before  the  author- 
izing committees? 

Admiral  Herberger.  No,  not  yet. 

Mr.  Mollohan.  So  you  will  not  be  implementing 

Admiral  HERBERGER.  We  are  not  going  to  implement  until  we  do 
what  we  have  to  on  the  Hill. 

MARITIME  GUARANTEE  LOAN  TITLE  XI  PROGRAM 

Mr.  Mollohan.  Okay.  You  are  requesting  a  total  of  $54  million 
for  the  Maritime  Guarantee  Loan  Title  XI  Program  for  fiscal  year 
1995.  This  subcommittee  appropriated  $54  million  for  this  program 
in  1993,  and  there  was  an  additional  $50  million  for  Title  XI  loan 
guarantees  appropriated  by  the  Defense  Subcommittee  last  year. 
What  is  the  current  status  of  this  loan  program? 

Admiral  HERBERGER.  We  have  approximately  $47  million  that 
was  carried  over  from  1993,  plus  what  we  expect  to  receive  from 
DOD  for  fiscal  year  1994.  These  resources  will  total  $94  million  to 
execute  Title  XI  contracts  in  fiscal  year  1994,  and  if  we  succeed 
and  get  the  additional  $50  million  for  the  fiscal  year  1995,  we  will 
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have  approximately  $144  million.  We  have  about  six  applications 
before  us  now. 

We  are  in  the  process  of  getting  out  new  regulations  because  the 
Title  XI  program  did  change  with  what  happened  in  the  defense 
authorization  bill  this  last  year.  The  program  for  the  first  time  will 
permit  Title  XI  support  or  guarantees  for  export  vessels,  and  12.5 
percent  of  the  total  can  be  used  for  shipyard  modernization.  These 
are  two  new  elements.  Before  the  program  was  purely  for  guaran- 
tee for  U.S.  domestic  market  only. 

Mr.  Mollohan.  Do  you  anticipate  any  funding  for  fiscal  year 
1995  from  the  Defense  Appropriation  Subcommittee? 

Admiral  Herberger.  I  don't  know. 

Mr.  Mollohan.  Did  you  anticipate  it  for  1994? 

Admiral  Herberger.  No. 

Mr.  Mollohan.  So  you  are  looking  to  this  subcommittee. 

Admiral  Herberger.  We  are  certainly  looking  for  the  $50  million 
that  we  have  requested. 

Mr.  Mollohan.  Thank  you.  Mr.  Moran. 

Mr.  Moran.  Thank  you,  Mr.  Mollohan.  Let's  talk  a  little  bit 
about  that  Merchant  Marine  Academy.  How  many  get  into  the 
Merchant  Marine? 

Admiral  Herberger.  They  have  about  920  students.  It  is  a  four- 
year  program.  There  are  approximately  920  students  currently  en- 
rolled. They  graduate  approximately  200  a  year. 

Mr.  Moran.  And  how  many  go  into  the  Merchant  Marine? 

Admiral  Herberger.  Of  the  class  that  graduated  last  June,  79 
percent  are  in  the  industry  and  15  percent  are  serving  in  active 
duty  in  the  military,  2  percent  received  two-year  waivers  to  attend 
graduate  school,  and  as  of  the  first  of  January  when  they  took  this 
poll,  4  percent  were  still  seeking  employment.  But  overall,  between 
the  79  percent  in  the  industry  and  15  percent  on  active  duty  in  the 
military,  it  was  a  pretty  good  indication. 

At  the  same  time,  the  State  academies  do  very  well,  too.  All  of 
the  academies  do  very  well  in  their  students  or  graduates  being 
employed  very  quickly. 

Mr.  Moran.  You  have  52  vessels? 

Admiral  Herberger.  Fifty-two  vessels  in  our  program,  yes. 

Mr.  Moran.  That  will  benefit  from  the  subsidy  program? 

Admiral  Herberger.  Yes. 

Mr.  Moran.  If  you  are  successful  with  that  subsidy  program, 
why  do  we  need  the  Ready  Reserve  Fleet? 

Admiral  Herberger.  For  Ready  Reserve,  we  need  many  more 
ships  than  52  or  104.  As  a  matter  of  fact,  for  Desert  Storm,  Desert 
Shield,  it  was  something  like  478  vessels  used  totally.  So  the  Gov- 
ernment is  building  up  these  very  large  sealift  ships.  They  are 
building  up  a  capability  to  have  additional  ships  put  on  what  they 
call  a  full  pre-position  to  have  them  out  on  station.  So  it  is  the  total 
requirement. 

The  requirement  for  sealift  in  a  very  short  period  of  time  has 
dramatically  increased  as  a  result  of  Desert  Storm  and  Desert 
Shield.  Therefore  a  combination  of  the  vessels  that  they  have  in  the 
Government  fleet,  the  RRF,  and  the  commercial  fleet  is  needed. 

The  role  that  they  envision  for  the  commercial  fleet  is  to  carry 
what  they  call  sustainment:  the  bullets,  the  food,  the  spare  parts, 
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the  smaller  combat  support  equipment  to  be  sent  over  very  quickly 
with  a  huge  amount  of  combat  force  that  the  Government  fleet  will 
carry.  Those  are  primarily  roll-on,  roll-off  vessels,  the  tanks,  the 
bigger  combatant  equipment.  So  the  commercial  fleet  role  primarily 
is  for  sustainment.  They  will  carry  some  of  that  front  end,  too.  But 
there  is  a  need  for  this  total  number  of  vessels,  there  really  is. 

Mr.  Moran.  Why  are  American  commercial  ships  at  such  a  com- 
petitive disadvantage? 

Admiral  Herberger.  We  will  start  with  the  building.  Most  of  the 
maritime  nations  support  their  shipbuilding,  so  that  the  foreign  op- 
erators are  able  to  acquire  vessels  at  very  nominal  amounts.  The 
crewing  labor  laws,  the  crewing  standards,  the  taxes  having  to  do 
with  both  personal  taxes  of  mariners  and  taxes  that  the  operating 
companies  pay  are  almost  nonexistent. 

All  of  these  things,  if  you  add  them  up,  taxes,  regulatory  regime, 
crewing  costs,  costs  to  acquire  your  capital  investment,  which 
would  be  the  vessel  and  other  equipments  are  all  higher  than  many 
of  the  foreign  operators.  So  from  an  economic  point  of  view,  those 
are  the  principal  reasons. 

Mr.  Moran.  So  it  is  additional  labor  union  costs  here. 

Admiral  Herberger.  Labor,  yes. 

Mr.  Moran.  It  is  the  additional  taxes  that  other  countries  don't 
impose? 

Admiral  Herberger.  Right.  They  give  very  liberal  tax  benefits  to 
operators  in  many  cases.  The  maritime  area  is  not  taxed.  There  are 
no  taxes  like  we  have  here  in  terms  of  investment  tax,  operating 
tax,  income  tax.  Mariners  in  many  countries  are  not  taxed.  There 
is  no  income  tax  on  mariners,  so  there  is  another  benefit  that  they 
can  get.  Their  labor  is  at  a  lower  rate  than  what  U.S.  operators 
have  to  face. 

Mr.  Moran.  Thirdly,  there  is  the  regulatory 

Admiral  Herberger.  And  regulatory  too,  yes.  And  again,  we 
have  standards  for  health  and  safety  and  others  that  other  coun- 
tries do  not  have.  I  mean  they  are  U.S.  standards  and  the  Coast 
Guard  is  very  involved  with  that.  We  see  examples  on  the  other 
side  of  substandard  vessels  having  catastrophic  accidents  world- 
wide, and  in  recent  years  there  has  just  been  an  ever-increasing 
number  of  these,  and  I  can't  help  but  think  that  many  of  these 
standards  that  we  have  are  not  in  place  for  other  countries. 

We  are  going  to  make  some  changes  to  our  standards,  but  there 
is  not  going  to  be  a  dramatic  change.  The  one  thing  that  the  United 
States  has  a  great  reputation  for  is  its  high  standards  for  education 
and  training  with  both  of  our  union  schools  as  well  as  the  Mer- 
chant Marine  Academy  and  the  State  schools,  our  high  standards 
of  vessel  construction  and  all  the  safety  regulations  that  we  have, 
and  our  vessels  are  safe.  They  are  operated  by  highly  competent, 
professional  people. 

The  criticism  is  that  we  can  get  it  cheaper  somewhere  else.  My 
feeling  is  we  can't  succumb  to  that  Third  World  lower  rate  as  the 
answer  to  everything  and  give  up  this  level  of  standard  that  we 
have  for  the  U.S.  fleet  without  knowing  what  the  risks  are. 

Mr.  Moran.  $1  billion  seems  like  a  really  high  amount  for  just 
52  ships. 

Admiral  Herberger.  Yes,  for  a  10-year  program. 
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Mr.  Moran.  What  is  the  total  number  of  ships  that  would  be 
available  if  there  was  a  national  security  crisis,  if  we  went  to  war? 

Admiral  Herberger.  We  have  97  vessels  in  the  RRF  today. 

Mr.  Moran.  Ninety-seven.  So  it  is  97  that  would  be  deployed  if 
we  went  to  war? 

Admiral  Herberger.  In  the  ready  reserve  that  we  have,  there  is 
probably  25  afloat  pre-position  vessels  that  DOD  has  right  out  on 
station.  We  are  in  the  process  of  adding  eight  more  from  the  RRF 
to  the  Army  Afloat  Pre-position  Force.  There  are  three  out  now  and 
there  are  three  more  in  active  stations.  They  will  go  out  to  Saipan 
or  somewhere  to  be  afloat  and  ready  to  move  towards  an  area  that 
is  beginning  to  heat  up  in  some  kind  of  a  contingency  need. 

There  are  eight  fast  sealift  vessels  that  the  Navy  has,  plus  some 
other  special  mission  ships  like  the  hospital  ships  and  some  heavy 
lift  ships.  If  you  add  it  up,  there  are  70-odd  in  that  category.  We 
also  have  today  120  in  the  U.S.  flagship  Merchant  Marine,  in  the 
international  fleet.  We  have  134  in  the  Jones  Act,  and  probably  35 
to  40  in  the  bulk  trades.  That  is  the  total  government  and  commer- 
cial Merchant  Marine. 

Mr.  Moran.  So  about  500? 

Admiral  HERBERGER.  Well,  with  that  government  fleet,  it  is  prob- 
ably 400-450.  But  again,  we  wouldn't  be  able  to  necessarily  take 
all  of  those  vessels  and  respond. 

Mr.  Moran.  No.  You  couldn't  activate  all  of  them,  but  some  of 
them  have  to  be  activated,  right?  You  have  control  over  them.  The 
question  was,  how  many  could  you  activate  in  times  of  national  se- 
curity crisis? 

Admiral  HERBERGER.  We  could  activate  certainly  all  of  those  in 
the  Government  fleet,  which  would  be  the  RRF  and  those  that  the 
Government  has  under  their  direct  control,  and  we  could  get  a  cer- 
tain high  percentage  of  the  commercial  fleet.  The  problem  would 
be 

Mr.  Moran.  You  would  contract  with  them? 

Admiral  Herberger.  We  would  contract  with  them,  but  it  would 
also  be  what  impact  would  it  have  on  our 

Mr.  Moran.  On  our  trade? 

Admiral  Herberger.  Our  trade,  and  certainly  in  the  case  of  the 
Jones  Act,  the  economic  liability  of  the  trade  to  Hawaii,  Alaska, 
Puerto  Rico  and  that  type  of  thing.  So  there  would  be  a  certain  per- 
cent of  the  fleet  that  you  would  have  to  keep  in  the  peacetime  com- 
mercial economic 

Mr.  MORAN.  But  you  could  deploy  200,  roughly? 

Admiral  Herberger.  Well,  Desert  Storm,  Desert  Shield  we  de- 
ployed or  we  used,  as  far  as  U.S.  flag,  something  on  the  order  of 
325  vessels. 

Mr.  Moran.  Is  that  right? 

Admiral  Herberger.  Yes.  From  all  sources.  And  then  they  had 
to  go  out  and  get  178  foreign  vessels,  too,  on  charter. 

Mr.  Moran.  Has  that  number  been  pretty  stable  for  the  last  dec- 
ade? 

Admiral  Herberger.  No.  The  one  thing  that  I  think  we  are 
learning  over  and  over  again  is  that  one  contingency  is  not  the 
same  as  the  next.  What  is  different  is  that  in  the  past,  the  oper- 
ations waited  on  the  transport  to  get  there.  A  very  significant  part 
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of  the  whole  thing  is  how  quickly  will  you  be  able  to  deploy  an 
overwhelming  force  to  be  a  deterrent  or  to  be  an  offensive  force. 

Desert  Storm,  Desert  Shield  in  the  minds  of  many  is  maybe  a 
best  case  and  a  worst  case.  We  had  a  certain  amount  of  force  that 
we  put  over  there  in  the  first  three  months,  and  then  we  said  we 
have  got  to  build  up  to  go  offensive  and  we  took  another  three-and- 
a-half  to  four  months  to  build  up  to  be  able  to  go.  And  at  that  time 
the  enemy  didn't  act,  he  just  waited. 

In  the  future,  for  a  regional  conflict  somewhere,  there  is  no  way 
to  know  that  we  are  going  to  get  six  months  or  seven  months  or 
any  significant  amount  of  time,  so  this  whole  concept  of  acquiring 
these  additional  sealift  ships  and  adding  to  the  surge  capabilities 
to  be  able  to  rush  a  very  sizable  force  over  and  land  it  on  some 
shore  halfway  around  the  world  within  a  30,  45,  60-day  time  frame. 

In  order  to  respond  with  all  of  the  sustainment  that  they  need, 
the  bullets  and  all  the  other  materials  they  need,  that  commercial 
fleet  is  going  to  have  to  be  readily  available,  on-hand  and  able  to 
respond  quickly.  So  I  see  that  as  the  most  significant  change — how 
timely  we  will  be  able  to  deploy  a  force. 

Mr.  Moran.  But  we  are  going  to  have  to  maintain  what  we  have, 
because  we  are  not  building  any  more.  In  fact,  shipbuilding  over 
the  last  decade  or  so  has  dramatically  declined  because  of  foreign 
subsidies.  Foreign  nations  subsidize  their  shipbuilding  industry. 
We  have  decided  to  reduce  our  subsidies  or  to  virtually  eliminate 
them,  right? 

Admiral  Herberger.  We  did  in  1981,  1982,  we  stopped  our  con- 
struction differential  subsidies. 

Mr.  Moran.  And  that  stopped  the  shipbuilding  industry. 

Admiral  Herberger.  For  all  practical  purposes.  At  the  same 
time,  the  defense  shipbuilding  industry  was  building  up  dramati- 
cally, and  that  masked  the  loss  of  commercial  work. 

Mr.  Moran.  But  now  that  has  stopped,  too. 

Admiral  Herberger.  That  is  over. 

Mr.  Moran.  And  we  are  now  in  a  different  climate? 

Admiral  Herberger.  Yes,  absolutely. 

Mr.  Moran.  Now,  why  don't  we  charge  a  tariff  on  the  foreign 
subsidized  vehicles  that  come  into  this  country?  Instead  of  us  tak- 
ing $1  billion  out  from  the  deficit,  in  effect,  we  add  to  this  country's 
deficit,  which  means  that  we  will  give  more  Treasury  bills  for 
Japan  to  buy,  or  we  will  cut  out  other  programs  that  are  currently 
being  funded  in  order  to  pay  this  $1  billion. 

I  mean  it  has  to  be  a  PAYGO  method  of  funding,  so  it  is  going 
to  have  to  come  from  some  other  existing  program.  Why  have  you 
chosen  to  do  that  instead  of  a  foreign  tariff  that  would  raise 

Admiral  Herberger.  We  have  selected  a  tonnage  tax  which  will 
tax  the  carrying  capacity  of  every  vessel,  and  90  percent  of  the  ves- 
sels that  come  into  U.S.  ports  are  foreign  vessels,  so  that  90  per- 
cent of  this  fee  will  be  gathered  from  foreign  vessels.  It  is  a  ton- 
nage tax  the  United  States  started  in  1790  as  a  way  to  build  up 
the  Merchant  Marine.  I  think  it  is  ironic  that  this  is  coming  full 
circle,  that  in  this  day  and  age,  we  are  using  the  tonnage  fee  basis 
to  gather  funds  for  the  sustainment  of  a  modest  Merchant  Marine, 
whose  primary  function  would  be  to  respond  to  international  prob- 
lems that  are  in  our  interest  and  certainly  our  allies'  and  friends' 
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interests,  whether  it  be  humanitarian  or  military.  I  see  a  tie-in 
there  to  this  country  deploying  forces  and  it  needs  a  commercial 
Merchant  Marine  as  part  of  the  sealift  needed  to  carry  our  Armed 
Forces.  So  we  have  selected  the  tonnage  fee  as  the  method  to  re- 
ceive those  mandatory  funds. 

Mr.  Moran.  Well,  okay.  I  don't  want  to  take  an  inordinate 
amount  of  your  time,  but  there  is  legislation,  isn't  there,  that  would 
impose  a  full  tariff  that  would  generate  an  alternative? 

Admiral  Herberger.  No.  I  am  sorry,  there  is  a  tonnage  tax 
today,  and  there  will  be  legislation  to  increase  the  level  of  that  ton- 
nage fee  that  is  in  effect  today. 

Mr.  Moran.  On  foreign  vessels? 

Admiral  Herberger.  On  all  vessels. 

Mr.  Moran.  Why  don't  we  have  a  tariff  on  foreign  vessels? 

Admiral  HERBERGER.  Just  on  foreign? 

Mr.  Moran.  Yes. 

Admiral  HERBERGER.  The  decision  was  made  to  do  it  on — just  as 
today's  tonnage  taxes — on  all  vessels. 

Mr.  Moran.  Yes,  but  the  point  is  that  foreign  governments  sub- 
sidize shipbuilding  so  that  they  can  take  over  90  percent  of  the 
shipbuilding  trade.  Why  don't  we  have  a  tariff  on  that  90  percent 
of  the  vessels  coming  in  here?  Is  that  an  unreasonable  thing? 

Admiral  HERBERGER.  There  are  a  couple  of  other  proposals,  Sen- 
ator Byrd's  proposal,  Congressman  Gibbons.  There  are  a  couple  of 
other  bills  that  I  know  were  active  last  year  and  we  will  probably 
be  coming  up  on  the  issue  that  you  are  talking  about  to  counter 
shipbuilding  subsidies  by  foreign  governments. 

Mr.  Moran.  Yes.  That  is  what  I  am  trying  to  get  at. 

Admiral  Herberger.  That  is  the  issue,  and  that  will  be  in  our 
OECD  negotiations  that  have  been  going  on  now  for  about  four- 
and-a-half  years.  The  most  recent  session  was  in  Paris  just  last 
month.  It  was  not  successful.  There  is  another  session  scheduled 
for  March.  There  is  some  hope  that  we  will  get  a  breakthrough  in 
that — to  have  these  foreign  governments  begin  to  pull  back  from 
the  amounts  of  direct  and  indirect  subsidies  they  give  their  ship- 
building. 

Our  program  is  to  have  enough  funding  to  support  the  operating 
side  and  not  necessarily  the  shipbuilding.  This  would  purely  be  for 
the  operating  fleet  in  order  to  maintain  the 

Mr.  Moran.  Well,  there  would  be  revenue  that  would  essentially 
be  offsetting  revenue  if  you  were  to  impose  a  tariff,  no?  Am  I  con- 
fusing apples  and  oranges  here? 

Admiral  Herberger.  No,  you  are  not.  But  I  do  think  in  light  of 
GATT  we  now  have  another  problem  with  tariffs,  new  tariffs,  in 
that  the  tonnage  taxes  are  established.  This  would  be  an  increase, 
and  it  is  my  understanding  that  it  will  not  be  in  violation  of  the 
new  GATT,  but  I  think  if  we  came  up  with  a  new  tariff  on  vehicles 
or  on 

Mr.  Moran.  I  don't  mean  to  interrupt  you,  but  the  tariff  accom- 
plishes something  different  than  the  tonnage  tax,  which  is  spread 
out  to  everybody.  The  tariff  would  try  to  balance  the  unfair  advan- 
tage that  foreign  ships  currently  have,  right?  I  mean  that  has  a  dif- 
ferent public  policy  purpose  than  a  tonnage  tax,  which  is  simply  a 
tax  spread  across  everybody  that  hurts  American  shippers  and 
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would  have  the  advantage  of  trying  to  restore  a  little  more  competi- 
tive balance  for  the  American  shipbuilding  industry.  It  seems  to  me 
that  the  Maritime  Administration  might  want  to  suggest  that  this 
be  something  that  the  Administration  consider  in  the  GATT  talks. 

Do  you  just  sort  of  divorce  yourself  from  that? 

Admiral  Herberger.  No,  I  don't.  It  hasn't  come  up  as  an  option. 

Mr.  Moran.  Well,  that  is  the  problem. 

Admiral  Herberger.  In  our  deliberations,  and  I  would  have  to 
really  look  at  it  and  come  back  to  you. 

SHIP  REPAIR  IN  OTHER  COUNTRIES 

Mr.  Moran.  Well,  let  me  ask  one  other  question — I  know  I  am 
taking  a  lot  of  time,  but  I  am  trying  to  understand  this.  There  is 
one  other  area  that  I  don't  fully  understand — why  we  have  so  much 
of  our  ship  repair  done  by  other  countries. 

Admiral  Herberger.  Primarily  because  it  is  so  much  cheaper. 
And  even  with  the  50  percent  ad  valorem  tax  that  U.S.  operators 
have  to  pay  when  they  have  repairs  overseas 

Mr.  Moran.  They  say  it  only  amounts  to  about  5  percent  of  the 

cost. 

Admiral  Herberger.  It  may,  but  in  many  cases,  it  may  be  the 
availability  and  the  quality,  the  ability  to  get  into  dry-docks  and 
a  lot  of  other  things.  But  a  lot  of  companies  now  are  operating  on 
such  a  tight  timetable  that  any  downtime  is  pretty  significant.  So 
I  think  they  are  willing  to  pay  that  ad  valorem  tax  and  any  other 
cost  in  order  to  get  their  ships  back  on  the  line  as  quickly  as  pos- 
sible. 

Many  of  our  yards  are  beginning  to  pick  up  repair  work.  It  is  in- 
creasing year  by  year  now,  many  of  the  dry-docks  and  other  things 
are  not  engaged  in  Navy  work,  so  they  are  beginning  to  pick  up 
more  and  more  repair  work. 

Mr.  Moran.  That  is  good.  But  it  seems  to  me  if  we  were  to  estab- 
lish a  $1  billion  security  program  and  give  a  $2.5  million  subsidy 
per  ship  for  52  ships,  shouldn't  we  require  that  the  repairs  be  done 
here  in  the  United  States  by  American  firms  paying  American 
taxes  instead  of  done  overseas?  It  is  rewarding  them  for  their  sub- 
sidized shipbuilding  program.  We  are  patsies  in  this  whole  scheme 
in  some  respect,  aren't  we? 

Admiral  Herberger.  Again,  I  think  many  of  our  vessels  are  re- 
paired in  the  United  States. 

Mr.  Moran.  Yes.  But  I  bet  most  are  done  foreign? 

Admiral  HERBERGER.  Quite  a  bit  of  it  is  done  foreign,  yes,  abso- 
lutely. We  have  two  industries  here  that  have  been  tied  together 
and  they  both  have  been  going  down,  and  what  we  are  attempting 
to  do  now,  we  have  got  something  for  shipbuilding,  and  we  hope 
that  that  will  permit  many  of  our  yards  to  get  back  into  commer- 
cial shipbuilding,  as  the  Navy  work  comes  down.  On  the  other 
hand,  we  won't  have  too  many  operators  left  if  we  don't  permit 
them  to  do  business  very  similar  to  what  their  foreign  competition 
is  doing. 

Mr.  Moran.  I  understand.  So  it  is  the  additional  cost.  The  prob- 
lem is  that  unless  our  repair  companies,  which  are  located  often- 
times in  the  same  places  as  shipbuilders,  and  some  same  compa- 
nies or  firms  I  suppose.  I  mean  there  is  an  integration  there. 
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Admiral  Herberger.  Yes. 

Mr.  Moran.  They  can't  gear  up  to  provide  services  in  an  efficient 
manner,  it  wouldn't  seem  to  me,  unless  they  get  an  adequate  mini- 
mal amount  of  business.  Now,  this  is  not  anything  I  have  any  ex- 
pertise in.  I  am  sure  it  is  very  obvious.  But  it  would  seem  when 
we  are  ready  to  start  up  a  whole  new  $1  billion  taxpayer-subsidized 
program,  we  need  to  consider  some  of  the  other  aspects  of  the  ship- 
building and  the  international  shipping  trade  business  that  might 
enable  us  to  stabilize  and  sustain  our  industry. 

I  don't  want  to  impose  additional  regulations  that  are  going  to 
make  shipping  even  costlier  than  it  is  now,  but  on  the  other  hand, 
we  have  to  have  some  policy  that  takes  into  consideration  the  fact 
that  there  is  a  substantial  advantage  that  foreign  nations  have  ac- 
crued through  their  subsidized  policy. 

I  mean,  it  is  accruing  continuing  benefits,  and  I  question  how 
much  integration  there  is  in  terms  of  our  policy.  But  it  is  the  Mer- 
chant Marine  and  Fisheries  Committee.  I  mean  we  are  treading  on 
their  ground  and  I  am  sure  they  have  it  all  figured  out  and  they 
know  exactly  what  they  need  to  be  doing  and  are  doing  it,  I  trust. 

Admiral  Herberger.  The  Jones  Act  vessels  have  to  be  repaired, 
and  even  if  you  are  eligible  for  preference  cargo,  if  you  do  have  a 
repair  overseas,  it  has  to  be  10  percent  less  than  the  ship  weight. 
It  can't  be  major  rebuildings. 

Mr.  MORAN.  Oh,  is  that  right? 

Admiral  Herberger.  Yes,  if  you  are  going  to  be  eligible  for 
preferenced  cargo  and  also  be  eligible  for  coastal  shipping. 

Mr.  Moran.  I  see. 

Admiral  Herberger.  So  we  do  have  a  certain  amount  of  that. 
But  what  we  are  trying  to  do  now  is  provide  the  kind  of  flexibility 
we  need  to  ensure  that  the  remaining  U.S.  international  operators 
are  competitive  enough  to  stay  in  business  under  the  U.S.  flag  with 
U.S.  crews  because  we  need  the  capability  and  we  need  those  crews 
for  that  ever-increasing  government  fleet. 

Mr.  MORAN.  Thank  you,  Admiral.  Thank  you,  Mr.  Chairman. 

Mr.  MOLLOHAN.  Thank  you,  Admiral.  We  will  have  a  number  of 
questions  to  submit  for  the  record  and  we  will  ask  you  to  provide 
answers  for  the  record.  Thank  you  for  your  testimony  here  today. 

[The  following  questions  were  submitted  to  be  responded  to  for 
the  record:] 
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Questions  Submitted  by  Chairman  Smith 

Maritime  Security  Proposal 

QUESTION:  How  are  tonnage  fees  currently  collected,  what  agency 
is  responsible  for  collecting  the  fees,  and  will  MARAD's  workload  be 
affected  by  this  proposed  fee  increase? 

ANSWER:    Vessel  tonnage  fees  are  assessed  on  vessels  that  enter 
the  United  States  from  abroad.    The  rate  is  based  on  the  net 
registered  tonnage  (NRT)  of  the  ship  and  also  on  the  last  foreign  port 
in  which  the  vessel  called  before  entering  the  United  States. 

Under  current  law,  payments  apply  only  on  the  first  five  entries  that 
each  vessel  makes  into  the  United  States  during  a  year  from  a  given 
foreign  region. 

Vessel  tonnage  duties  are  collected  by  the  U.S.  Customs  Service  and 
are  deposited  into  the  General  Fund  of  the  Treasury.    However,  the 
increase  in  vessel  tonnage  fees  that  was  authorized  by  Congress  for 
fiscal  years  1991-1998  is  to  be  used  specifically  to  offset 
expenditures  for  Coast  Guard  activities. 

I  do  not  anticipate  any  increase  in  MARAD's  workload  if  vessel 
tonnage  fees  are  raised  to  offset  the  cost  of  the  Maritime  Security 
Program;  vessel  tonnage  fees  would  continue  to  be  collected  by  the 
Customs  Service  under  the  proposal. 

BACKGROUND:    Net  registered  tonnage  is  a  measure  of  the  space 
tonnage  of  a  vessel.    The  measure  equals  the  gross  register  tons  of 
the  ship  minus  specific  non-earning  areas  such  as  the  galley,  crew 
quarters,  stores,  and  engine  room.    The  register  tonnages  are  used  to 
determine  manning  scales  and  fees  for  registration,  ports,  pilots,  and 
canal  tolls.    By  comparison,  the  deadweight  tonnage  of  the  ship  is 
the  weight  carrying  capacity  of  the  ship. 

On  January  1,  1991,  the  tonnage  duty  was  increased  under 
provisions  of  the  Omnibus  Budget  Reconciliation  Act  of  1990. 

The  duty  paid  by  vessels  entering  a  U.S.  port  from  another  port  in 
the  Western  Hemisphere  was  increased  from  $0.02  per  NRT  to 
$0.09  per  NRT. 
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The  tonnage  duty  on  ships  entering  a  U.S.  port  from  other  foreign 
areas  was  increased  from  $0.06  per  NRT  to  $0.27  per  NRT. 

Ships  engaged  in  "cruises  to  nowhere"  are  taxed  at  the  $0.09  per 
NRT  rate. 

Under  current  law,  the  tonnage  fee  will  revert  to  $0.02  and  $0.06 
per  NRT  after  fiscal  year  1998. 

QUESTION:    Will  the  request  for  liquidation  of  contract  authority  for 
Operating  Differential  Subsidies  (ODS)  for  FY  1995  be  impacted  by 
the  enactment  of  the  Maritime  Security  Program? 

ANSWER:    The  FY  1995  ODS  budget  does  not  assume  any 
reduction  in  ODS  contract  authority  if  the  Maritime  Security  Program 
is  enacted.    To  the  extent  that  existing  ODS  operators  enroll  their 
subsidized  vessels  in  the  Maritime  Security  Program,  there  will  be 
reductions  in  ODS  contract  authority.    Until  legislation  is  proposed 
and  enacted,  it  is  difficult  to  estimate  the  number  of  ODS  vessels 
that  will  enter  the  Maritime  Security  Program  and  to  estimate  the 
resulting  reduction  in  ODS  contract  authority. 

Grain  Sales  to  the  Former  Soviet  Union 

QUESTION:    Last  year,  this  Subcommittee  and  the  Appropriations 
Subcommittee  on  Agriculture  held  a  joint  hearing  on  the  subject  of 
U.S.  flag  shipping  rates  for  grain  shipments  to  the  former  Soviet 
Union.    Could  you  give  us  an  update  on  the  status  of  this  issue? 

ANSWER:    In  our  previous  testimony  we  stated  that  a  combination 
of  port  congestion  and  costly  contracting  terms  had  caused  rates  to 
Russia  to  rise.    Although  nominal  adjustments  to  charter  terms  were 
negotiated  for  the  President's  $700  million  agricultural  aid  program, 
they  do  not  appear  to  have  had  an  appreciable  impact  on  rates. 
Additionally,  previous  reports  of  port  congestion  have  not  been 
substantiated  since  that  time.    Despite  reported  discharge  times  of 
up  to  53  days,  since  May  1993,  U.S. -flag  vessels  have  delivered 
approximately  2.3  million  MT's  of  cargo  to  Russia  and  experienced 
average  discharge  rates  of  2,600  MTs/day.    This  translates  into  an 
average  discharge  time  of  approximately  15  days  per  voyage. 
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Our  analysis  of  rates  fixed  in  early  1993  to  those  during  the  end  of 
the  year  indicates  that  U.S. -flag  rates  on  comparable  voyages 
experienced  a  reduction  of  7  -  13  percent,  respectively,  for  wheat 
and  corn  voyages.    Comparable  rates  for  foreign  flag  corn  voyages 
fixed  at  the  end  of  1993  were  9  percent  less  than  those  fixed  in  the 
first  part  of  the  year. 

QUESTION:    What  reforms  or  changes  has  the  Maritime 
Administration  implemented  in  response  to  the  concerns  expressed 
by  Congress  and  the  Department  of  Agriculture  last  year?    Are  you 
aware  of  any  changes  being  implemented  by  the  Department  of 
Agriculture? 

ANSWER:    Through  the  interagency  working  group,  the  Maritime 
Administration  has  been  instrumental  in  obtaining  certain 
modifications  to  the  charter  party  terms  and  tenders  for  the  carriage 
of  Russian  Aid  cargoes.    Great  Lakes  Canadian  transhipment  was 
included  in  port  range  tender  terms.    For  U.S. -flag  vessels,  charter 
parties  provided  that  the  non  U.S. -flag  portion  of  the  ocean  freight 
be  paid  to  carriers  within  seven  working  days  from  sailing  the  load 
port  and  upon  submission  of  proper  documentation.    (Usually 
payment  provided  for  after  arrival  at  discharge  port.) 

We  have  also  recommended  that  the  shipper  agencies  adopt  a 
standard  charter  party  that  include  provisions  designed  to  place  the 
carriage  of  preference  cargos  on  more  commercial  terms.    Currently, 
there  are  a  vast  array  of  contracting  procedures  affecting  U.S. -flag 
vessels  carrying  preference  cargoes.    Some  programs  have  uniform 
charter  parties  containing  minimal  onerous,  non-commercial  terms, 
while  others  allow  a  multiplicity  of  non-standard,  discriminatory 
charter  parties.    Our  regulation  attempts  to  harmonize  all  the 
disparate  charter  parties  into  one  consistent,  orderly,  fair  and 
commercially  viable  charter  party.    Such  modifications,  for  example, 
include  the  removal  of  Customs  of  the  Port  discharge  terms  and 
replacing  them  with  demurrage/dispatch  terms  which  provide 
incentives  for  quick  discharge,  and  separate  rates  for  discharge 
fumigation. 

We  are  unaware  of  any  changes  being  implemented  by  the 
Department  of  Agriculture. 
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READY  RESERVE  FORCE 

Maintenance  and  Operations 

QUESTION:    Your  budget  justifications  (page  MA-51)  state  that  your 
request  is  based  on  the  assumption  that  ten  RRF  vessels  will 
continue  to  be  out  of  the  fleet  in  operational  status  as  part  of  the 
DOD-sponsored  Afloat  Prepositioning  Force.    Could  you  give  us  more 
details  on  the  purpose  of  this  mission  and  its  impact  on  your  budget 
for  the  RRF?    What  is  DOD's  contribution  to  this  operation? 

ANSWER:    There  are  currently  10  RRF  ships  involved  in  direct 
support  of  DOD  operational  requirements.    As  such,  all  costs 
incurred  either  as  a  result  of  activation,  modification,  operation,  and 
eventual  deactivation  will  be  borne  by  DOD  and  not  part  of 
MARAD's  RRF  budget.    Eight  of  these  ships  (7  RO/ROs  and  1 
craneship)  are  part  of  the  Army  interim  prepositioning  effort  which  is 
also  a  readiness  enhancement  recommended  in  DOD's  Mobility 
Requirements  Study  (MRS-January  1992).    The  RO/ROs  are  loaded 
with  Army  equipment  including  tanks  and  other  vehicles  and 
represent  staged  equipment  on-station  in  designated  areas  (Diego 
Garcia  and  Saipan).    The  other  two  ships,  OPDS  tankers,  are 
assigned  to  the  Afloat  Prepositioning  Force  (APF)  at  Diego  Garcia. 

The  following  ships  are  participating  in  the  Army  interim 
prepositioning  effort: 

SHIP  NAME  STATUS  (2/16/94) 

1.  CAPE  DECISION  (RO/RO)  On  station  Diego  Garcia  (MSC  OpCon) 

2.  CAPE  DOUGLAS  (RO/RO)  On  station  Diego  Garcia  (MSC  OpCon) 

3.  CAPE  HENRY  (RO/RO)  Enroute  Charleston  NWS  (loadout  MSC 

OpCon)  (AR-3  destination  -  Saipan) 

4.  CAPE  HORN  (RO/RO)  Enroute  Diego  Garcia  (MSC  OpCon) 

5.  CAPE  HUDSON  (RO/RO)  On  station  Diego  Garcia  (MSC  OpCon) 

6.  GOPHER  STATE  (T-ACS)  Enroute  Saipan  AR-3  destination 

(MSC  OpCon) 
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7.  CAPE  WASHINGTON  Finishing  upgrade,  then  to  Charleston 

(RO/RO)  NWS  (AR-3  destination  -  Saipan) 

8.  CAPE  WRATH  (RO/RO)  Finishing  upgrade,  then  to  Charleston 

NWS  (AR-3  destination  -  Saipan) 

The  following  RRF  tankers  are  temporarily  assigned  as  part  of  DOD's 
Afloat  Prepositioning  Force: 

1.  AMERICAN  OSPREY  On  station  Diego  Garcia  (MSC  OpCon) 

2.  POTOMAC  (OPDS)  Schedule  to  proceed  to  Singapore 

ETA  27  Feb  for  drydocking/shipyard 
period  (60  days)  (MSC  OpCon) 

QUESTION:    You  refer  in  your  justifications  to  the  implementation  of 
the  Sealift  Mobilization  Manpower  Program.    Is  this  the  first  year 
such  a  program  has  been  implemented?    Please  describe  how  the 
program  will  be  implemented  in  FY  1995  and  what  the  total  costs  of 
the  program  will  be. 

ANSWER:    Yes,  1995  would  mark  the  first  year  of  implementation. 
The  primary  activity  would  be  a  training  program  built  around  RRF 
activations.    In  FY  1995,  250  individuals  would  be  reimbursed  for  14 
days  of  pay  and  per  diem,  and  travel  for  their  hands-on  participation 
in  actual  RRF  ship  activations,  dock  trials  and  sea  trials.    In  addition, 
funds  are  requested  to  provide  additional  specialized  training  on 
simulators,  refresher  classes  and  radar. 

The  participants  would  be  split  between  licensed  officers  and 
unlicensed  seamen,  in  a  ratio  that  approximates  personnel 
requirements  for  RRF  vessels.    The  exact  sizing  will  be  flexible  and 
will  be  based  on  both  requirements  on  civilian-manned  sealift  vessels 
and  shortfalls  of  required  personnel. 

Total  funding  in  the  first  year  is  $2,150,000.     $1,150,000  is 
requested  for  training  expenses  for  14  days  of  paid  training  provided 
annually  to  250  participants  and  $1,000,000  is  requested  to  create 
100  entry  level  jobs  (50  deck  and  50  engine)  with  wages  of 
$5.00/hour  paid  by  MARAD  for  unlicensed  seamen  in  the  commercial 
fleet. 
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Over  the  next  five  years,  the  program  is  expected  to  grow  to 
$11,000,000  a  year.    The  first  year  start-up  group  will  be  500 
people,  and  the  projected  target  size  is  2,000  people  in  FY  1998. 

Fleet  Additions 

QUESTION:    Are  you  aware  of  any  efforts  on  the  part  of  the  Defense 
Department  to  revise  its  Mobility  Requirements  Study  (MRS)?    How 
would  any  changes  to  the  MRS  impact  your  FY  1995  request  for  the 
Ready    Reserve  Force? 

ANSWER:    MARAD  is  aware  that  DOD  is  reassessing  its  overall  lift 
requirements-both  airlift  and  sealift.    The  effort  is  referred  to  as  the 
Mobility  Requirements  Study  -  Bottoms  Up  Review  Update  (MRS- 
BURU).    It  is  in  its  very  early  stages  and  represents  a  comprehensive 
effort  to  validate  lift  requirements  in  context  of  current  contingency 
plans  and  changes  in  lift  acquisitions  or  readiness  since  the  MRS  was 
completed  in  January  1992. 

The  request  for  FY  1995  implements  only  selective  enhancements  to 
the  highest  priority  RRF  ships  as  directed  in  the  MRS.    We  are 
working  closely  with  USTRANSCOM  throughout  our  budget 
formulation  and  execution  stages. 

As  I  understand  the  timing  of  the  ongoing  assessment,  it  is  to  be 
completed  in  the  October-December  1994  timeframe  so  that  any 
budget  impacts  can  be  addressed  in  the  FY  1996  budget  request. 
DOD  does  not  envision  to  my  knowledge  amending  the  FY  1995  RRF 
request  as  a  result  of  the  study. 

School  Ships 

QUESTION:    In  the  FY  1993  Appropriations  Act,  the  Committee 
designated  some  of  the  fleet  acquisitions  funds  for  certain  ships  to 
be  used  for  State  maritime  academies.    What  is  the  status  of  the 
funding  provided  for  these  school  ships?    Have  these  conversions 
been  completed? 

ANSWER:    CJS  Appropriations  legislation  for  FY  1993  earmarked 
$16,000,000  for  the  HARKNESS  and  $4,000,000  for  the 
CHAUVENET  to  be  converted  to  schoolships. 
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The  conversion  of  the  HARKNESS  is  targeted  for  completion  in  FY 
1995.    No  additional  funds  will  be  required. 

An  estimated  $8,000,000  will  be  required  to  complete  the 
conversion  of  the  CHAUVENET.    It  is  our  understanding  that  funds  to 
complete  the  CHAUVENET  are  earmarked  in  DOD.    MARAD  will 
work  to  effect  a  funding  transfer. 

QUESTION:    What  is  the  status  of  new  ships  for  the  California  and 
Great  Lakes  maritime  academies? 

ANSWER:    California  is  working  closely  with  DOD  and  MARAD  on 
obtaining  the  USNS  MAURY  which  is  a  Navy  survey  vessel  to 
replace  the  54  year  old  GOLDEN  BEAR. 

MARAD  is  starting  an  outline  specification  and  general  arrangement 
plan  for  budget  pricing.    This  initial  effort  should  take  about  two 
months.    There  are  no  appropriated  funds  to  go  beyond  that  point. 

MARAD  has  never  been  involved  with  supplying  a  training  ship  to 
the  Great  Lakes  school. 

U.S.  Merchant  Marine  Academy 

QUESTION:    Has  there  been  any  noticeable  change  in  applications 
for  admission  to  the  Academy  based  on  the  tuition  proposal?    In  your 
opinion,  what  will  be  the  impact  of  charging  tuition  at  the  Merchant 
Marine  Academy? 

ANSWER:    The  Academy's  first  application  count  in  September, 
1993,  indicated  that  applications  had  fallen  behind  the  previous  year 
at  the  same  time.    Applications  continued  to  decline  in  the  fall  to  a 
low  of  24.5%  behind  the  previous  year  in  November. 

As  of  February,  1994,  we  are  experiencing  an  overall  5%  decline  in 
applications  and  a  13%  decline  in  nominations.    We  have  also 
experienced  a  drop-off  in  the  number  of  students  who  are  accepting 
our  offer  of  appointment  (admission).    Our  applications  overall  do  not 
compare  favorably  to  last  year  both  in  terms  of  number  and  quality 
of  applicant. 
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Charging  tuition  at  the  levels  contemplated  to  achieve  a  50% 
reduction  in  federal  expenditures  would  have  several  significant 
effects  on  the  Academy.    We  expect  this  change  might  cause  the 
Academy  to  lose  its  status  as  a  Federal  Academy.    If  so,  we  would 
lose  our  statute-based  authority  to  grant  degrees.    Obtaining  degree 
granting  authority  from  the  State  of  New  York,  which  typically 
applies  to  non-federal  institutions  in  this  state,  would  likely  take  up 
to  four  years. 

In  addition,  accrediting  organizations  would  see  the  charging  of 
tuition  as  a  major  change  in  the  financial  structure  of  the  Academy, 
prompting  a  reassessment  of  the  Academy's  accreditation. 
Projected  financial  stability  is  an  important  element  of  the 
accreditation  process. 

Charging  tuition  would  be  destructive  to  our  efforts  to  recruit 
minority  and  women  candidates  and  our  ability  to  attract  candidates 
from  all  parts  of  the  country.    The  Academy  would  be  forced  to 
draw  from  a  regional  as  opposed  to  a  national  pool.    Our  recruitment 
and  selection  process  today  is  based  on  ability  to  succeed  in  our 
program.    High  tuition  rates  would  force  consideration  based  on  an 
applicant's  ability  to  pay. 

Similarly,  an  entirely  new  national  recruiting  structure  would  be 
needed  if  it  is  determined  that  the  current  Congressional  nominating 
process  could  not  be  used,  a  process  likely  to  take  years  to 
establish. 

There  would  be  a  serious  question  of  students  being  charged  tuition 
and  at  the  same  time  expected  to  obligate  themselves  for  military 
and  maritime  service.    Continuing  the  present  statutory  set  of 
obligations  at  the  projected  cost  of  attending  ($15,000  annually)  is 
highly  problematic. 

The  Academy  does  not  at  present  broadly  participate  in  the  financial 
aid  system  available  to  students  at  institutions  charging  tuition  and 
fees  and  could  not  enter  the  system  quickly  enough  to  respond  to 
those  needs.    This  would  dramatically  reduce  the  pool  of  potential 
qualified  applicants.    In  addition,  the  Academy  is  not  now  staffed  or 
equipped  to  undertake  the  review  and  certification  process  that  is  a 
part  of  the  national  financial  aid  system.    Substantial  funding  would 
be  required  to  gear  up  a  complete  Financial  Aid  Program.    Further, 
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the  Class  of  1998  is  applying  at  this  time  and  prepared  to  enter  into 
commitments  based  on  the  existing  statute,  which  does  not  include 
the  charging  of  tuition. 

State  Maritime  Academies 

QUESTION:    You  are  proposing  a  decrease  of  $1.2  million  under 
Operations  and  Training  for  State  Marine  School  simulators.    You 
state  in  your  justifications  that  all  schools  will  have  acquired  at  least 
one  simulator  by  the  end  of  FY  1994.    Do  the  schools  have  the 
necessary  number  of  simulators  and  other  equipment  necessary  to 
meet  U.S.  Coast  Guard  training  requirements? 

ANSWER:    Between  the  simulators  and  the  training  ship.  Coast 
Guard  training  requirements  are  satisfied.    Additional  simulators  will, 
of  course,  enhance  the  academic  programs  of  all  of  these  academies. 

QUESTION:    What  is  the  status  of  the  Massachusetts  Center  for 
Marine  Environmental  Protection  project?    How  does  this  project 
relate  to  the  Research  and  Development  initiatives  you  are  proposing 
elsewhere  in  your  budget? 

ANSWER:    Massachusetts  Maritime  Academy  is  developing  a  non- 
license  degree  program  in  Marine  Safety  and  Environmental 
Protection.    The  program  will  combine  a  strong  foundation  in  general 
education  with  a  series  of  scientific,  management,  and  legal  courses 
which  cover  the  field  of  safety  and  environmental  regulation. 

Congress,  in  FY  1994,  directed  MARAD  to  pay  $242,000  for 
assistance  to  the  Massachusetts  Center  for  Marine  Environment 
Protection  at  the  Massachusetts  Maritime  Academy  out  of  our 
overall  amount  provided  from  O&T. 

While  we  believe  that  the  program  is  timely  and  support  the 
Academy's  efforts,  MARAD  believes  that  since  this  is  not  related  to 
the  merchant  marine  licensed  officer  curriculum,  the  State  should 
provide  necessary  funding. 

There  is  no  relationship  between  Massachusetts  Center  for  Marine 
Environmental  Protection  and  MARAD's  R&D  program.    However, 
we  would  of  course  invite  Massachusetts  Maritime  Academy  and  all 
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of  the  State  maritime  academies  to  bid  on  any  of  our  R&D  proposals 
in  which  they  believe  they  could  participate. 

QUESTION:    Do  you  have  any  plans  to  utilize  the  State  maritime 
academies  in  your  proposals  for  expanded  research  and  development 
initiatives? 

ANSWER:    We  do  not  have  any  specific  plans  at  this  time  for 
utilizing  the  resources  of  the  state  maritime  academies  for  developing 
new  technology.    However,  the  academies  do  provide  us  with  an 
important  opportunity  for  test  and  evaluation  of  new  equipment  and 
for  the  effective  use  of  maritime  labor. 

We  are  certain  that  the  academies,  in  their  role  of  training  seagoing 
personnel,  are  very  interested  in  much  of  our  research  and  are 
anxious  to  participate  in  any  effective  way.    I  expect  this  is 
particularly  true  with  our  continuing  work  in  human  factors  and 
certification  for  fitness  for  duty. 

We  will  certainly  maintain  a  dialogue  with  the  academies  in  this 
regard. 

QUESTION:    Please  update  for  the  record  the  chart  provided  last  year 
on  the  number  of  graduates  at  each  of  the  maritime  schools 
(including  the  U.S.  Merchant  Marine  Academy). 

ANSWER:  Total  Graduates 

1989      1990      1991  1992      1993 

State  Schools  417         371        406  478        431 

USMMA  174  189        163  155        203 

Maritime-Related  Employment  and  Active  Duty  Military 

State  Schools  341        344        382  344 

USMMA  149        180        155  134 
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Research  and  Development 

QUESTION:    One  area  of  R&D  you  propose  to  expand  is  the  area  of 
Intermodal  Transportation  research.    What  specifically  do  you  wish 
to  accomplish  in  this  area?    Are  there  other  sources  of  funding  for 
intermodal  transportation  research  within  the  Department  of 
Transportation?    If  so,  please  provide  an  estimate  of  the  total 
amount  of  R&D  funding  being  requested  by  DOT  to  be  devoted  to 
intermodal  transportation. 

ANSWER:    The  proposed  new  initiative  in  intermodal  transportation 
R&D  will  improve  the  efficiency  of  all  aspects  of  the  flow  of  cargo 
and  data  from  origin  to  destination  in  U.S.  domestic  and  international 
trades  through  the  introduction  of  advanced  technologies  and 
operating  systems  designed  to  enhance  productivity,  reduce  costs, 
and  increase  service  quality. 


Although  other  DOT  modal  administrations  have  their  own  R&D 
allocations,  which  may  include  funding  for  intermodal  R&D,  the 
funds  requested  for  the  maritime  administration  are  specifically 
intended  for  programs  and  projects  directed  toward  maritime 
transportation  issues,  often  in  collaboration  and  cost-shared  with  the 
other  DOT  modal  administrations,  other  agencies  and  private  sector 
organizations. 

The  intermodal  transportation  R&D  activities  of  DOT  are  reported  in 
Surface  Transportation  Research  and  Development  Plan,  A  Report  to 
Congress,  July  1993.    The  following  table  gives  the  requested  data. 
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Program  Funding  Levels  ($000)* 

Research  Program  FY  1993    FY  1994  FY  1995 

Enacted      Requested  Estimated 

Intermodal  Research 
(Office  of 
Intermodaiism)  $0  $0  $500 

Planning  Research 

(FHWA)  2.327  3,189  5,000 

Advanced  Research 

(FHWA)  2,500  3,500  3,500 

Planning  and  Project 

Development  (FTA)  2,500  2,500  2,500 

Maritime  Intermodal 

Transportation  and 

Port  Development 

(MARAD)  375  375  375 

R&D  Planning  and 

Management  (RSPA)  0  170  130 

Emergency  Transportation 

Operations  (RSPA)  38  80  350 

*    The  funding  levels  include  amounts  within  the  Limitation  on 
GOE  research  drawdown  and  direct  contract  authority. 


QUESTION:    Is  most  of  your  R&D  work  done  in-house  at  MARAD,  or 
do  you  contract  out  for  these  activities?    To  what  extent  are  the 
maritime  schools  involved  in  your  R&D  programs? 

ANSWER:    R&D  work  performed  by  MARAD  is  planned,  managed 
and  monitored  by  MARAD  staff  personnel  with  broad  experience  and 
technical  expertise  in  the  areas  investigated.    Because  the  staff  is  a 
limited  resource,  many  of  the  R&D  projects  are  contracted  out  or 
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performed  under  cooperative  agreements  with  universities  and  /or 
private  sector  organizations  who  frequently  share  the  costs  of  the 
R&D.     The  state  maritime  schools  have  access  to  all  of  the  MARAD 
R&D  program  activities  and  results  but  generally  have  not  directly 
participated  in  the  MARAD  R&D  programs. 

Administrative  and  FTE  Cuts 

QUESTION:    What  has  been  the  impact  of  the  Executive  Orders  on 
FTE  and  administrative  cost  cuts  on  the  Maritime  Administration? 

ANSWER:  We  have  met  and  expect  to  continue  to  meet  required 
reductions  in  FTEs  and  administrative  expenses  without  adversely 
affecting  MARAD's  goals  and  objectives. 

QUESTION:  What  is  the  total  number  of  FTE  reductions  planned  for 
MARAD?  How  are  these  reductions  being  carried  out?  Is  there  any 
possibility  of  RIFs  or  furloughs  associated  with  these  reductions? 

ANSWER:  A  total  reduction  of  137  FTEs  will  be  required  for 
MARAD  to  meet  the  President's  12%  decrease  in  the  federal 
workforce. 

MARAD  has  just  recently  received  authority  to  grant  early  retirement 
to  employees  with  20  years  of  service  who  have  reached  age  50  or 
employees  with  25  years  of  service  regardless  of  age.    Over  150 
employees  are  eligible  to  retire  under  this  authority.    Through  the  use 
of  attrition,  regular  retirement,  and  early  retirement,  we  expect  to 
avoid  the  need  for  reductions  in  force  or  furloughs  in  order  to  meet 
required  FTE  reductions. 

Status  of  Authorization 

QUESTION:    What  is  the  status  of  the  Maritime  Administration's 
authorization  for  fiscal  years  1994  and  1995?    Have  hearings  been 
scheduled  before  your  authorizing  Committees? 

ANSWER:    MARAD's  authorization  proposal  for  FY  1995  is  currently 
being  reviewed  by  the  Administration.    The  House  Merchant  Marine 
Subcommittee  has  scheduled  our  authorization  hearing  on  March  9, 
1994.    The  Senate  hearing  has  not  been  scheduled  yet. 
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QUESTION:    In  addition  to  the  Maritime  Security  Program,  what 
changes  do  you  anticipate  in  your  authorization? 

ANSWER:    No  other  changes  are  anticipated  in  MARAD's 
authorization  bill. 

Request  to  OMB 

QUESTION:    What  was  your  initial  budget  request  to  OMB  for  each 
account,  what  reductions  were  made  to  that  request,  and  what  will 
be  the  impact  of  those  reductions  on  the  programs  of  the  Maritime 
Administration? 
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ANSWER:    MARAD's  1995  request  to  OMB  and  the  amounts 
allowed  are  shown  in  the  following  table  (in  thousands  of  dollars): 

Request 
to 
OMB  Allowed         Change 

OPERATING-DIFFERENTIAL 
SUBSIDY  (appropriation 
to  liquidate  contract 
authority)  207,356  214.356         +7,000 

MARITIME  SECURITY 
PROGRAM  1,065,500       1,000,000         -65,500 

OCEAN  FREIGHT 
DIFFERENTIAL  (permanent, 
indefinite 
appropriation)  60,608  60,608  0 

OPERATIONS  AND 
TRAINING  77,973  77,000  -973 

READY  RESERVE 
FORCE  365.000  250,000      -115,000 

MARITIME  GUARANTEED 
LOAN  PROGRAM 
(Title  XI)  54.000  54.000        0 


TOTAL  APPN 
REQUESTED  1,830,437       1,655,964       -174,473 


EXPLANATION  OF  CHANGES:    ODS  -  a  small  increase  in  subsidy 
based  on  most  recent  rate  estimates. 

MSP  -  a  reduction  of  $65,500,000  is  attributable  to  the  change  in 
the  number  of  ships  to  initially  start  the  program  (from  45  ships  to 
32  ships  in  FY  1995). 
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O&T  -  a  reduction  of  $973,000  was  applied  to  Research  and 
Development  against  lower  priority  projects  and  projects  to  be 
funded  by  other  agencies. 

RRF  -  major  areas:    Fleet  Additions  was  cut  by  $68M.    The 
allowance  provided  no  acquisition  funding  for  FY  1995.    Deferred 
acquisition  funds  of  $118M  from  FY  1994  will  be  used  to  purchase 
at  least  three  RO/ROs  in  an  acquisition  solicitation  in  FY  1995. 

Maintenance  &  Operations  was  cut  by  $43M.    The  allowance 
provided  $250M  of  the  $293M  requested  and  will  preclude  MARAD 
from  meeting  the  readiness  enhancements  outlines  by  the  DOD 
Mobility  Requirements  Study  for  15%  of  the  fleet.    This  is  based  on 
the  assumption  that  ten  vessels  will  continue  to  be  out  of  the  fleet  in 
operational  status  as  part  of  the  DOD-sponsored  Afloat 
Prepositioning  Force. 

Title  XI  Program 

QUESTION:    Is  the  $4,000,000  requested  to  fund  administrative 
expenses  associated  with  this  loan  program  sufficient  to  cover  these 
costs?    How  much  have  you  obligated  to  date  for  administrative 
expenses  associated  with  the  funding  appropriated  in  FY  1993? 

ANSWER:    Yes,  since  mid-August  when  appropriated  funds  were 
used,  a  total  of  approximately  $400,000  was  expended  for 
administrative  expenses.    On  an  annualized  basis  this  would  be 
approximately  $3.5  million. 

Nuclear  Ship  Savannah 

QUESTION:    In  the  recent  supplemental  appropriations  bill,  this 
Committee  inserted  language  allowing  you  to  use  existing  sources  of 
funds  for  the  repair  of  the  Nuclear  Ship  SAVANNAH.    Could  you 
explain  to  the  Subcommittee  the  nature  of  the  SAVANNAH  problem, 
and  tell  us  how  you  propose  to  address  this  problem? 

ANSWER:    The  following  is  a  report  to  Congress  on  the  N.S. 
SAVANNAH,  pursuant  to  a  directive  in  the  Conference  Report  on  the 
FY  1994  Emergency  Supplemental  Appropriations  bill  (P.L.  103- 
211). 
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REPORT  TO  THE  CONGRESS 
ON  THE  REPAIR  AND  DISPOSITION  OF  THE 
NUCLEAR  SHIP  SAVANNAH 

Pursuant  to  the  Conference  Report  on  the  FY  1994  Emergency 
Supplemental  Appropriations  bill,  subsequently  enacted  as  PL  103 
211  (signed  February  12,  1994),  the  Maritime  Administration  has 
prepared  this  report  detailing  the  following:  (1)  the  scope  of  damage 
to  the  SAVANNAH;  (2)  the  proposed  steps  to  be  taken  to  relocate 
the  ship  and  conduct  necessary  repairs,  including  total  costs 
associated  with  these  repairs;  and  (3)  potential  options  for  the  long- 
term  disposition  of  the  vessel. 

This  administrative  provision  allows  the  Secretary  of  Transportation 
to  use  up  to  $1,500,000  of  the  proceeds  derived  from  the  sale  or 
disposal  of  National  Defense  Reserve  fleet  vessels,  that  are  currently 
collected  and  retained  by  the  Maritime  Administration,  to  relocate, 
repair  and  lay  up  the  Nuclear  Ship  SAVANNAH. 

BACKGROUND 

N.S.  SAVANNAH,  the  world's  first  nuclear-powered  merchant  ship, 
was  designed  and  constructed  in  the  period  1955-1962  under  a 
Government-funded  research  and  development  program  headed 
jointly  by  the  U.S.  Atomic  Energy  Commission  (AEC)  and  the 
Maritime  Administration  (MARAD).    After  approximately  eight  years 
of  successful  experimental  and  commercial  service  at  sea,  during 
which  the  vessel  traveled  in  excess  of  a  half-million  miles  and 
fulfilled  virtually  all  of  its  intended  objectives,  N.S.  SAVANNAH  was 
removed  from  service  in  1970  and  subsequently  decommissioned  by 
MARAD  in  accordance  with  the  regulations  of  the  U.S.  Nuclear 
Regulatory  Commission  (NRC).    N.S.  SAVANNAH  remains  under 
NRC  supervision  under  a  "possession-only"  license  since  it  has  been 
decommissioned  and  is  no  longer  capable  of  nuclear  power 
operation. 

In  July  1981,  MARAD  executed  a  five-year  bareboat  charter  with  the 
Patriots  Point  Development  Authority  (PPA)  of  South  Carolina  in 
accordance  with  Public  Law  96-331,  August  28,  1980,  to  facilitate 
use  of  the  vessel  in  the  Patriots  Point  Naval  and  Maritime  Museum 
located  in  Mount  Pleasant,  S.C.    Having  determined  that  the  museum 
proposal  was  a  fitting  and  proper  use  of  this  historic  vessel  which 
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had  successfully  fulfilled  the  objectives  for  which  it  was  built, 
MARAD  and  PPA  agreed  on  terms  requiring,  among  other  things, 
that  "the  Secretary  of  Commerce  [i.e.,  MARAD]  shall  be  responsible 
for  inspection  and  maintenance  of  the  hull  below  the  waterline  and 
that  Patriots  Point  Development  Authority  shall  be  responsible  for  all 
other  maintenance...  " 

The  legislation  and  the  charter  agreement  specifically  provided  (1)  for 
renewal  of  the  charter  for  5-year  periods  to  a  maximum  of  30  years, 
and  (2)  return  of  the  vessel  by  PPA  at  the  termination  of  the  charter 
"in  the  same  condition,  fair  wear  and  tear  excepted,  as  when  the 
charter  was  entered  into...."     The  charter  also  gives  PPA  the  right  to 
terminate  at  any  time  upon  giving  MARAD  30  calendar  days  prior 
notification  in  writing  [ref.  clause  15A  of  the  charter,  amendment 
no.  3].    PPA  renewed  the  charter  for  additional  five-year  terms  in 
July  1986  and  again  in  July  1991. 

MARAD  has  been  advised  informally  that  PPA  intends  to  terminate 
and  return  N.S.  SAVANNAH  to  MARAD,  on  a  mutually  agreeable 
schedule. 

HULL  CONDITION: 

In  1975  N.S.  SAVANNAH  was  drydocked  for  hull  maintenance, 
minor  repair  and  painting  preparatory  to  lay  up  in  MARAD's  James 
River  Reserve  Fleet  although,  in  fact,  discussions  were  already 
underway  to  utilize  the  vessel  in  a  maritime  museum,  first  proposed 
in  Savannah,  GA,  and  later  in  Charleston,  SC.    This  was  the  last  time 
the  vessel  has  been  on  drydock  although  underwater  inspection  and 
some  minor  hull  repairs  necessitated  by  normal  hull  deterioration 
have  been  made  during  the  years  the  vessel  has  been  moored  in 
South  Carolina,  1980-present  (1994). 

During  a  routine  1992  Nuclear  Safety  Review  and  Audit  Committee 
meeting  at  PPA,  MARAD  learned  that  a  "pin  hole"  penetration 
through  the  hull  had  been  found  in  hold  #7.    Subsequent  inspections 
concluded  that  the  penetration,  located  in  a  weld  area,  was  more 
than  a  "pin  hole,"  and  the  hull  had  deteriorated  significantly  in  the 
18+  years  since  the  last  drydocking.    Reinspection  mid-1993 
revealed  a  second  "hole"  and  led  to  the  conclusion  that  drydocking 
and  repair  were  necessary  and  should  be  accomplished  so  as  to 
minimize  disruption  of  N.S.  SAVANNAH'S  role  in  PPA's  museum 
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operations.    The  "damage"  to  the  hull  is  the  result  of  gradual 
deterioration  over  the  years  and  clearly  falls  within  the  charter 
provision  that  "MARAD  shall  be  responsible  for  inspection  and 
maintenance  of  the  hull  below  the  waterNne." 

PPA's  subsequent  decision  to  phase  out  their  use  of  N.S. 
SAVANNAH  simplifies  the  hull  repair  task  since  it  will  not  be 
necessary  to  return  the  vessel  to  its  PPA  berth  after  drydocking 
elsewhere.    No  commercial  ship  repair  yard  in  South  Carolina  is 
known  to  have  sufficient  drydock  capacity  to  handle  N.S. 
SAVANNAH. 

SCOPE  OF  HULL  MAINTENANCE  AND  REPAIR  REQUIRED 

Throughout  the  13+  years  N.S.  SAVANNAH  has  been  a  part  of 
PPA's  Patriots  Point  Naval  and  Maritime  Museum,  drydocking  has 
been  viewed  as  a  "last  resort"  option  because  removal  of  the  vessel 
would  have  been  costly  and  unnecessarily  disruptive  to  museum 
operations.    Periodic  underwater  hull  inspections  and  minor  hull 
repairs  at  the  Mount  Pleasant  site  were  found  to  be  sufficient  until 
the  previously  mentioned  leaks  were  found  and  identified  as 
evidence  of  significant  hull  deterioration. 

The  scope  of  work  planned  to  repair  SAVANNAH'S  hull  includes  the 
following: 

o     Tow  vessel  from  Patriots  Point  to  selected  ship  repair 
yard. 

o     Drydock;  audiogauge  bottom;  open,  gasfree  and  inspect 
double  bottom  tanks;  renew  steel  plating  where  required; 
blast  and  coat  underwater  hull  to  boottop. 

o     Provide  necessary  electrolytic  (CAPAC)  services;  provide 
environmental/radiological  health  physics  services  in  repair 
yard  as  required  by  NCR. 

o     Purchase  and  install  additional  mooring  hardware  and  modify 
vessel  accordingly;  tow  to  JRRF;  berth  vessel  in  location 
approved  by  NRC. 
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STEPS  TO  BE  TAKEN 


Consistent  with  PPA's  expressed  intent  to  terminate  the  utilization  of 
IM.S.  SAVANNAH  in  their  museum  operation,  MARAD  plans  the 
following  sequential  steps  to  accomplish  the  necessary  maintenance, 
repair,  relocation  and  layup  of  the  vessel  in  MARAD's  James  River 
Reserve  Fleet  where  N.S.  SAVANNAH  will  be  berthed  adjacent  to 
the  U.S.  Army  Corps  of  Engineers'  MH-1A  Floating  Nuclear  Power 
Plant,  STURGIS.    It  should  be  noted  that  STURGIS  also  is 
decommissioned  and  under  the  supervision  of  NRC.    N.S. 
SAVANNAH,  first  operated  under  nuclear  power  in  1962,  never 
experienced  any  failure  of  the  nuclear  fuel,  leakage  of  radiation  or 
radiation  exposure  to  operating  personnel  or  the  general  public 
beyond  established  permissible  limits.    Accordingly,  no  "radiation"  or 
"nuclear"  concerns  arise  from  berthing  SAVANNAH  in  the  JRRF. 
Nevertheless,  it  will  remain  under  NRC  supervision  as  required  by 
applicable  regulations. 

The  MARAD  representative  for  the  N.S.  SAVANNAH  will  contact  the 
officer  in  charge  of  Marine  Inspection  in  Charleston,  S.C.,  to  request 
a  change  of  employment  inspection.    Qualified  marine  inspectors  will 
survey  the  vessel  prior  to  the  coast-wise  voyage  (tow)  to  ensure  the 
vessel  meets  minimum  safety  and  material  requirements. 

o     PREPARATION  FOR  TOW  AND  REDELIVERY  TO  MARAD -PPA 
RESPONSIBILITIES  (i.e.,  no  cost  to  MARAD): 


* 


* 


Removal  of  hazardous  materials  (solvents,  flammable  wastes, 
etc.)  from  the  vessel. 

Removal  of  museum  displays  installed  by  PPA;  dispose  of 
boat  displays  currently  on  board  SAVANNAH. 


*  General  cleaning  of  spaces  utilized  by  PPA. 

*  Sound  and  record  all  tanks;  secure  all  manhole  covers. 

*  Retrieve  "deadman  anchor"  and  restore  starboard  anchor  and 
chain. 

*  Close  tween  deck  hatches. 
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*  Restore  all  bulkhead  accesses  and  penetrations  made  by  PPA. 

*  Restore  all  shell  accesses  and  penetrations  made  by  PPA. 

o     PREPARATION  FOR  TOW-MARAD  RESPONSIBILITIES: 

*  Make  necessary  arrangements  with  NRC  to  reissue 
"possession  only"  license  to  MARAD,  with  authority  to 
relocate  from  Patriots  Point  to  repair  yard  to  JRRF. 

*  Verify  rudder  and  shaft  locks. 

*  Secure  and  clean  lifeboats. 

*  Secure  cargo  gear. 

*  Prove  anchor  windlass. 

*  Secure  and  make  weathertight  all  cargo  hatches  and  weather 
doors. 

*  Secure  refueling  gear  and  any  other  Government-owned 
equipment  including  conex  boxes  in  cargo  holds. 

*  Plug  all  deck  drains. 

*  Oversee  towing  contractor's  performance  from  Patriots  Point 
to  delivery  to  repair  yard. 

o     HULL  MAINTENANCE  AND  REPAIR 

*  Publish  Commerce  Business  Daily  (CBD)  announcement. 

*  Obtain  and  contract  with  general  agent  holding  a  MARAD 
Master  Lump  Sum  Repair  Agreement  to  accomplish  MARAD's 
responsibilities  in  preparation  for  tow;  oversee  maintenance 
and  repairs  in  a  commercial  ship  repair  yard;  contract  for 
radiological  health  physics  oversight  if  not  otherwise  available 
in  repair  yard. 

*  Deliver  SAVANNAH  to  JRRF. 

*  Establish  safety  review  and  audit  committee  at  JRRF  as 
required  by  NRC. 

ESTIMATED  COST  OF  MAINTENANCE  AND  REPAIR 

Preliminary  estimates,  for  planning  purposes,  indicate  that  the  total 
cost  to  MARAD,  exclusive  of  those  items  identified  as  PPA 
responsibilities,  will  be  in  the  range  $1,250,000  to  $1,500,000. 
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The  range  of  this  estimate  reflects  the  uncertainty  of  the  extent  of 
hull  steel  replacement  which  can  be  determined  only  in  the  drydock. 

POTENTIAL  OPTIONS  FOR  LONG-TERM  DISPOSITION  OF  N.S. 
SAVANNAH 

At  the  time  of  the  decision  in  1970  to  decommission  N.S. 
SAVANNAH,  it  was  recognized  that  there  was  essentially  no 
applicable  experience  on  which  to  estimate  the  cost  of  a  long-term  or 
permanent  disposal  of  the  vessel;  i.e.,  SAVANNAH  was  the  world's 
first  commercial  nuclear  powered  ship  put  into  service  and  also  the 
first  to  be  decommissioned.    It  was  decided  that  SAVANNAH  should 
be  defueled,  and  all  readily  disposable  radioactive  sources  should  be 
removed  from  the  vessel.    Accordingly,  such  sources  of  high 
radiation  as  radioactive  purification  resins,  contaminated  fluids 
including  the  water  in  the  primary  nuclear  system  and  the  reactor 
fuel  elements  were  removed  and  shipped  away  to  available  approved 
land-based  disposal  facilities. 

o     ENTOMBMENT  OPTION:    The  remaining  hardware  (reactor 
pressure  vessel,  steam  generators  and  piping,  core  structure 
within  the  rector  vessel,  etc.)  was  left  entombed  within  the 
ship's  reactor  compartment,  itself  protected  by  the  ship's 
collision  barriers  and  several  feet  of  concrete  shielding,  which 
was  sealed  off  to  prevent  inadvertent  exposure  of  museum 
personnel  or  visitors.    The  "entombment"  option  has  been 
employed  as  an  interim  means  of  disposal  of  land-based  nuclear 
power  reactors,  deferring  to  the  future  a  permanent  disposal  of 
all  radioactive  materials  not  readily  disposable  at  time  of  the 
decommissioning. 

o     STORAGE  PENDING  FINAL  DISPOSITION  OPTION:    Early  nuclear 
powered  submarines  were  decommissioned  and  permanently 
disposed  of  in  deep  ocean  trenches.    This  option  has  since  been 
outlawed  by  international  convention.    The  permanent  disposal 
option,  therefore,  requires  cutting  up  and  shipping  highly 
radioactive  parts  and  pieces  of  the  remaining  reactor  hardware,  a 
process  which  requires  a  large  investment  of  funds  and  risk  of 
high  radiation  exposure  to  large  numbers  of  workers.    Both  the 
cost  and  cumulative  risk  of  radiation  exposure  are  reduced 
somewhat  by  deferring  the  disposal;  i.e.,  radiation  levels  are 
gradually  reduced  by  the  process  of  radioactive  decay.    More 
important  is  the  fact  that  land-based  nuclear  power  stations 
reaching  the  end  of  their  useful  life  over  the  next  one  or  two 
decades  will  spawn  a  reactor  disposal  industry  which  should 
provide  facilities  and  experience  applicable  to  the  eventual 
disposal  of  N.S.  SAVANNAH.    Accordingly,  it  is  recommended 
that  this  option  be  deferred  at  least  another  10  to  15  years. 

### 
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Questions  Submitted  by  Congressman  Rogers 

Maritime  Reform/Maritime  Security  Program 

QUESTION:    Your  FY95  budget  request  includes  $1  billion  for  a  new 
Maritime  Security  program. 

Please  highlight  what  are  the  significant  differences  between  your 
proposal  and  maritime  reform  bill  passed  by  the  House  last  year? 

What  is  the  impact  of  those  differences  on  this  Subcommittee? 

ANSWER:    Significant  differences  between  the  DOT  proposal  and  the 
House  bill  are  as  follows: 

Cost  of  Program: 
MSP:  $1  billion 
HR:         $1.2  billion 

Payments  Per  Ship: 

MSP:      $2.5  million  for  first  three  years;  $2.0  million  for  remaining 

seven  years. 
HR:         $2.3  million  for  first  year;  $2.1  million  for  remaining  nine 

years. 

Funding  Mechanism: 

MSP:     Increase  in  tonnage  fees 

HR:         No  mention 

Eligibility: 

MSP:      1st  priority  -  liner  vessels  owned  by  Section  2  U.S.  citizens. 

2nd  priority  -  liner  vessels  owned  by  documentation  U.S. 

citizens  (i.e.,  no  stock  ownership  requirement). 
HR:         1st  priority  -  liner  and  bulk  vessels  owned  by  Section  2  U.S. 

citizens  in  foreign  trade  on  1/1/93,  and  up  to  4  vessels  less 

than  5  years  old  owned  by  documentation  citizens  with 

existing  DOD  contracts. 

2nd  priority  -  liner  and  bulk  vessels  of  1st  priority  owners  in 

excess  of  caps. 

3rd  priority  -  any  other  documented  vessels. 

Foreign-Flag  Operations: 

MSP:     Feeder  vessels  -  MSP  and  ODS  operators  allowed  unlimited 
feeder  vessels. 

Line  haul  vessels  -  MSP  operators  permitted  to  retain  existing 
service  as  of  date  of  enactment,  and  allowed  additional 
vessels  to  the  extent  vessels  are  denied  entry  into  the  new 
program. 
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HR:         Restricted  for  foreign  vessel  in  competition  with  U.S  ships, 
unless  foreign  vessel  was  operated  by  contractor  on  August 
5,  1993  or  a  contract  has  not  been  awarded  within  60  days 
of  application. 

Immediate  Eligibility  for  Preference  Cargo: 

MSP:      Foreign-built  bulk  vessels  on  order  or  delivered  as  of  January 

1,  1993,  and  foreign-built  liner  vessels  less  than  five  years 

old  are  immediately  eligible. 
HR:         Bulk  vessels  must  be  newly  built;  liners  same  as  MSP.    Also 

includes  support  of  cargo  preference  and  mandates  use  of 

commercial  terms. 

Shipbuilding  Construction  Assistance: 

MSP:      Not  addressed  in  this  bill,  but  Title  XI  program  has 

been  funded  by  way    of  separate  legislation. 
HR:         Establishes  series  construction  assistance  (series  transition 

payments)  not  to  exceed  50%  of  total  project  cost  for  the 

construction  of  a  minimum  of  two  ships. 

With  the  exception  of  funding  mechanism,  these  differences  have  no 
impact  on  this  Subcommittee.    The  MSP  is  proposed  as  a  mandatory 
program  which  would  be  enacted  through  legislation  passed  by 
authorizations  committees.    The  maritime  reform  bill  passed  by  the 
House  last  year  would  require  this  Subcommittee  to  pass  an 
appropriation  to  fund  the  initiative. 

Ready  Reserve  Force  Sealift 

QUESTION:    Last  year,  MARAD's  request  contained  a  cut  in  ship 
acquisition.    At  that  time,  MARAD  indicated  to  the  Subcommittee 
that  these  reduced  levels  could  not  continue  if  MARAD  was  to  meet 
the  140  ship  goal. 

Yet,  your  budget  request  contains  no  funds  for  additional  fleet 
acquisition  in  FY95. 

What  impact  will  this  have  on  future  funding  needs  (FY96-FY99)  to 
meet  the  140  ship  goal  set  in  the  Mobility  Requirements  Study? 

What  was  your  original  request  to  OMB  for  acquisition? 

Has  the  Administration  abandoned  the  140  ship  goal  set  forward  in 
the  Mobility  Requirement  Study?    If  so,  why  has  this  changed? 

Is  the  Administration  planning  a  new  mobility  requirement  study?    If 
so,  why?    When  will  this  be  completed? 

ANSWER:    MARAD  will  not  acquire  ships  in  FY  1994.    The  plan  is  to 
defer  1994  funds  and  acquire  at  least  three  RO/ROs  in  1995. 
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Specifically,  of  the  $158  million  available  for  acquisitions,  $40 
million  will  be  reprogrammed  to  the  maintenance/operations 
category.    Due  to  the  procurement  lead  time  required  for  ship 
acquisitions,  the  remaining  time  available  this  fiscal  year  is  not 
sufficient  to  purchase  the  RO/ROs  as  originally  planned.    The 
remaining  $118  million  will  be  deferred. 

While  there  are  no  vessel  acquisition  funds  proposed  in  the 
MARAD's  FY  1995  budget  request,  the  Department  of  Defense  is 

expected  to  allocate  $43  million  from  its  sealift  resources  to  acquire 
vessels  for  the  RRF  in  FY  1995. 

Deferred  acquisition  funds  of  $118  million  from  FY  1994  coupled 
with  FY  1995  DOD  monies  will  be  used  by  MARAD  to  purchase 
RO/RO's  for  the  RRF  in  an  acquisition  solicitation  in  FY  1995. 

MARAD  is  concentrating  on  first  obtaining  the  priority  ships, 
RO/RO's  that  are  mandated  by  the  MRS.    As  you  are  aware,  we  will 
have  29  RO/RO's  in  1994.    As  our  plan  is  to  purchase  a  minimum  of 
three  ships  in  FY  1995  (using  FY  1994  funding),  additional  funding 
would  be  required  in  FY  1996  to  complete  the  requirement  for  36 
RO/ROs  in  RRF  surge  status.    The  MRS  goal  of  140  ships  includes 
purchasing  an  additional  23  tankers.    This  goal  is  under  review, 
along  with  overall  sealift  requirements. 

MARAD's  original  request  to  OMB  for  acquisition  was  $68  million. 

MARAD  has  not  abandoned  the  140  ship  goal,  however,  the  goal  is 
currently  being  reviewed  by  DOD.    The  final  size  of  the  RRF  fleet  has 
not  yet  been  determined,  although  it  appears  that  no  additional 
tankers  will  be  required. 

MARAD  is  aware  that  DOD  is  reassessing  its  overall  lift 
requirements  -both  airlift  and  sealift.    The  effort  is  referred  to  as  the 
Mobility  Requirements  Study  -  Bottoms  Up  Review  Update  (MRS- 
BURU).    It  is  in  its  very  early  stages  and  represents  a  comprehensive 
effort  to  validate  lift  requirements  in  context  of  current  contingency 
plans  and  changes  in  lift  acquisitions  or  readiness  since  the  MRS  was 
completed  in  January  1992. 

As  we  understand  the  timing  of  the  ongoing  assessment,  it  is  to  be 
completed  in  the  October-December  1994  timeframe  so  that  any 
budget  impacts  can  be  addressed  in  the  FY  1996  budget  request. 
DOD  does  not  envision  to  my  knowledge  amending  the  FY  1995  RRF 
request  as  a  result  of  the  study. 

QUESTION:    For  the  record,  please  give  us  a  breakdown  of  the  mix 
of  ships  to  make  up  the  140  ship  goal? 
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For  the  record,  please  provide  the  outyear  requirements,  by  year,  in 
ship  acquisition  to  meet  the  current  MRS  goal. 

ANSWER:    The  following  table  reflects  the  breakdown  of  the  140 
ship  goal  currently  required  in  the  MRS: 

Number 
Ship  Types  of  Ships 


Breakbulk 

49 

Craneships  (T-ACS) 

10 

Roll-on/Roll-off  (RO/RO) 

36 

Heavy-Lift  (LASH,  Seabee) 

7 

Tanker 

36 

Troopship 

2 

TOTAL 

140 

The  following  table  reflects  the  outyear  requirements  in  ship 
acquisition  to  meet  the  current  MRS  goal  of  140  ships: 


Year 

Funding 

FY  95 

0* 

FY  96 

210,000,000 

FY  97 

150,000,000 

FY  98 

150,000,000 

FY  99 

125,000,000 

*$1 18,000,000  carried  over  from  FY  1994  and  $43,000,000  slated 
to  be  transferred  from  DOD  in  FY  1995. 

Note:    The  MRS  goal  of  140  ships  includes  purchasing  the  remaining 
7  RO/ROs  (at  least  3  in  FY  95)  and  an  additional  23  tankers. 
However,  this  requirement  is  under  review  and  a  final  RRF  fleet  size 
has  not  been  determined,  although  it  appears  that  no  additional 
tankers  will  be  required  and  some  of  the  older  breakbulks  may  no 
longer  be  needed  in  RRF  status. 

RRF  Maintenance 

QUESTION:    One  of  the  lessons  learned  from  Desert  Storm,  is  that 
we  must  have  a  solid  maintenance  plan  for  the  RRF,  that  is  properly 
budgeted. 

Last  year,  you  took  a  significant  cut  in  for  maintenance  and 
operations. 

This  year,  you  show  a  sizable  increase  for  maintenance.  Does  your 
FY95  request  fully  support  the  maintenance  and  operations  support 
called  for  in  the  Mobility  Requirements  Study? 
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Is  this  level  sufficient  as  you  add  new  ships  to  the  fleet? 

ANSWER:    The  increase  in  the  maintenance  and  operations  area 
enables  MARAD  to  support  selective  readiness  enhancements  for  the 
highest  priority  RRF  ships.    These  RRF  enhancements  are  supported 
by  DOD  and  are  specifically  directed  in  DOD's  Mobility  Requirements 
Study  (MRS)  approved  by  the  Secretary  of  Defense  in  January  1992. 

The  MRS  recommended  fleetwide  readiness  enhancements  such  as 
ROS-4  status  for  all  RO/ROs,  outporting,  and  2-person  crew  for  5- 
day  ships,  and  an  aggressive  test  activation  program  for  all  RRF 
ships. 

The  budgetary  constraints  necessary  to  reduce  overall  Federal 
spending  prohibit  full  implementation  of  all  MRS  recommendations 
applicable  to  the  RRF.    Readiness  of  all  RO/ROs  will  be  enhanced  by 
virtue  of  ROS-4  status  (with  live  aboard  crews  including  annual  sea 
trials).    Overall  fleet  readiness  will  also  be  increased  as  a  result  of  an 
expanded  test  activation  program  planned  for  FY  1995. 

The  current  level  is  only  sufficient  to  support  selective  readiness 
enhancements  for  the  highest  priority  RRF  ships. 

U.S.  Merchant  Marine  Academy 

QUESTION:    You  are  requesting  a  $1.1  million  increase  for 
"accreditation  related  needs." 

Please  explain  what  this  increase  would  fund. 

What  would  be  the  impact  if  these  funds  were  not  provided— would 
the  academy  lose  accreditation? 

ANSWER:    The  increase  of  $1.1  million  is  explained  as  follows 
(dollars  in  thousands): 

Library  operations,  textbooks. 

Student  Learning  Center  281 

Student  equipment  and  supplies  396 

Faculty  development  program  120 

Naval  Academy  Prep  Program  310 
Total  increase  for  accredition 

related  needs  $1,107 

Increases  for  accreditation-related  needs  are  required  to  prevent 
negative  effects  of  funding  shortfalls  on  the  quality  of  graduates  of 
the  Academy.    Failure  to  provide  funding  at  the  levels  expected  by 
the  accreditors  will  severely  impact  the  Academy's  prospects  for 
accreditation. 
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Research  and  Development 

QUESTION:    You  are  requesting  a  $1.9  million  increase  for  research 
and  development. 

What  will  this  funding  increase  be  used  for? 

How  do  these  new  programs  compare  with  programs  in  other  federal 
agencies  and  the  private  sector? 

Do  you  anticipate  receiving  matching  funds  from  other  agencies  or 
the  private  sector?    If  so,  how  much? 

If  other  funds  are  available,  why  is  this  funding  increase  necessary? 

Will  this  be  a  permanent  increase  for  R&D?    Will  you  be  seeking  an 
expansion  of  this  item  in  future  years? 

ANSWER:    These  additional  funds  will  be  used  for  new  and 
expanded  projects  in  our  four  program  areas,  namely,  to  improve 
industry  competitiveness,  promote  intermodal  transportation, 
increase  maritime  safety,  and  improve  marine  environmental 
protection.    This  increase  is  in  accordance  with  the  Department's 
Strategic  Plan  under  Goal  3  to  "Create  a  new  alliance  between  the 
nation's  transportation  and  technology  industries  to  make  them  both 
efficient  and  internationally  competitive." 

We  will  also  increase  our  joint  activities  with  the  other  Federal 
agencies  with  whom  we  share  mutual  interests  and  complimentary 
responsibilities,  such  as  the  U.S.  Coast  Guard,  the  U.S.  Navy,  the 
Environmental  Protection  Agency  (EPA),  the  National  Oceanic  and 
Atmospheric  Administration  (NOAA),  and  the  U.S.  Army  Corps  of 
Engineers.    These  efforts  will  produce  significant  improvements  in 
the  ability  of  our  international  maritime  and  domestic  water 
transportation  communities  to  serve  the  Nation's  interests. 
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The  increased  funding  will  be  allocated  as  follows: 


Major  Initiative 


Increase  from 
FY  1994 


INDUSTRY  COMPETITIVENESS 


INTERMODAL  TRANSPORTATION 


$575  K 
$674  K 


MARITIME  SAFETY 


$255  K 


MARINE  ENVIRONMENTAL  PROTECTION 


$391   K 


SHIPBUILDING  RESEARCH,  MARKET 
AND  INFRASTRUCTURE  DEVELOPMENT 


NATIONAL  SECURITY 


TOTALS:  R&D  FUNDS 


$1.9  Million 


***    No  MARAD  funding  --  assume  DOD  funds  will  be  used. 

Maritime  Administration  research  and  development  focuses  on  the 
U.S.  maritime  industry-its  competitiveness,  its  ability  to  operate 
safely  and  with  minimal  impact  on  the  environment,  and  its  place  in 
an  intermodal  transportation  system.    The  is  no  other  federal  agency 
with  a  similar  focus.    The  private  sector  is  interested  in  participating 
in  research.    However,  the  U.S.  maritime  industry  has  been  so 
depressed  that  they  have  been  unable  to  engage  in  any  significant 
research  activities.    Some  even  find  it  difficult  to  identify  sufficient 
resources  to  participate  in  a  cooperative  program. 

The  Maritime  Administration  has  been  very  successful  in  arranging 
for  matching  funds,  or  cost-sharing,  from  the  private  sector  and  from 
other  federal  agencies.    With  this  mechanism,  we  have  been  able  to 
achieve  results  along  a  broad  technological  front  with  a  minimum 
R&D  budget.    The  amount  of  cost  sharing  varies.    The  amount  of 
non-MARAD  funding  can  be  significant  for  those  activities  where 
several  federal  agencies  have  a  common  or  related  interest.    For 
cooperative  programs  with  the  private  sector,  MARAD  funding  is  a 
significant  part  of  the  total  resources  due  to  the  economic  climate 
among  all  U.S.  maritime  industries. 

Cost  shared  funds  have  already  been  factored  into  our  determination 
of  budget  requirements.    Other  federal  agencies  with  whom  we  cost- 
share  research  have  their  own  mission  requirements  which  have  to 
be  considered  in  formulating  cooperative  programs.    In  order  to 
maintain  a  focus  on  commercial  maritime  requirements,  MARAD 
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funding  is  also  required.    However,  the  current  MARAD  R&D  budget 
is  so  low  compared  with  the  research  budgets  of  most  of  our  federal 
research  partners  that  it  has  been  difficult  to  contribute  a  reasonable 
share  of  the  costs  and  maintain  the  commercial  maritime 
transportation  focus.    Cost  sharing  for  cooperative  programs  with 
the  private  sector  is  too  low  to  substitute  for  federal  funding. 

Our  request  for  a  research  budget  increase  is  based  upon  an  estimate 
of  what  is  required  to  carry  on  an  effective  research  program.    We 
do  expect  that  this  will  be  a  permanent  increase.    We  cannot 
comment  on  the  need  for  a  future  expansions  until  we  implement  the 
requested  expansion  and  evaluate  the  results. 


Tuesday,  March  1,  1994. 

U.S.  COMMISSION  FOR  THE  PRESERVATION  OF 
AMERICA'S  HERITAGE  ABROAD 

WITNESSES 

RABBI  ARTHUR  SCHNEB3R,  CHAIRMAN,  U.S.  COMMISSION  FOR  THE 

PRESERVATION  OF  AMERICA'S  HERITAGE  ABROAD 
WILLIAM  F.  McSWEENY,  PRESBDENT,  THE  ASSOCIATES  OF  THE  U.S. 

COMMISSION  FOR  THE  PRESERVATION  OF  AMERICA'S  HERITAGE 

ABROAD 
JOEL  L.  BARRIES,  EXECUTD7E  DHtECTOR,  U.S.  COMMISSION  FOR  THE 

PRESERVATION  OF  AMERICA'S  HERITAGE  ABROAD 

Mr.  MORAN  [presiding].  The  committee  will  be  in  order. 

We  are  going  to  begin  by  considering  the  request  for  the  Commis- 
sion for  the  Preservation  of  America's  Heritage  Abroad.  The  re- 
quest is  for  $206,000,  an  increase  of  $6,000  over  what  was  appro- 
priated for  fiscal  year  1994.  We  will  put  the  budget  justification 
materials  into  the  record  at  this  point. 

[The  justifications  follow:] 
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UNITED  STATES  COMMISSION 

FOR 

THE  PRESERVATION  OF 

AMERICA'S  HERITAGE  ABROAD 


FY  1995 
CONGRESSIONAL  PRESENTATION 
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APPROPRIATIONS  LANGUAGE 


COMMISSION  FOR  THE  PRESERVATION  OF  AMERICA'S  HERITAGE  ABROAD 

Federal  Funds 


General  and  special  funds: 


SALARIES  AND  EXPENSES 


For  expenses  for  the  Commission  for  the  Preservation  of 
America's  Heritage  Abroad,  $206,000  as  authorized  by  Public 
Law  99-83,  section  1303. 


-  1  - 
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JUSTIFICATION 


I.  SUMMARY  OF  COMMISSION'S  ACTIVITIES 


The  Commission  for  the  Preservation  of  America's 
Heritage  Abroad  was  authorized  in  1985  (P.L.  99-83  Section 
1303),  and  received  its  first  funding  in  FY  1990.  Because  the 
fabric  of  a  society  is  strengthened  by  visible  reminders  of 
the  historical  roots  of  the  society,  it  is  in  the  national 
interest  of  the  United  States  to  encourage  the  preservation 
and  protection  of  the  monuments,  historic  buildings  and 
cemeteries  associated  with  the  foreign  heritage  of  United 
States  citizens  from  Eastern  and  Central  Europe. 

The  Commission  consists  of  21  members  (see  Appendix 
A)  appointed  by  the  President.  Seven  members  are  appointed 
after  consultation  with  the  Speaker  of  the  House  of 
Representatives,  and  seven  are  appointed  after  consultation 
with  the  President  Pro  Tempore  of  the  Senate.  Neither  the 
Chair  nor  members  of  the  Commission  receive  salary  for  their 
service  on  the  Commission. 

In  FY  1994  the  Commission  will  continue  to  implement 
the  agreements  with  the  Czech  Republic,  the  Slovak  Republic, 
Romania  and  Ukraine.  At  the  same  time,  the  Commission  will 
continue  to  negotiate,  in  coordination  with  the  Department  of 
State,  additional  agreements  with  Eastern  and  Central  European 
countries  for  the  protection  and  preservation  of  monuments, 
historic  buildings,  and  cemeteries  associated  with  the  foreign 
heritage  of  United  States  citizens. 

Also,  as  called  for  by  the  legislation,  the 
Commission  will  publish  and  maintain  a  register  of  monuments, 
historic  buildings,  and  cemeteries  in  Eastern  and  Central 
Europe,  beginning  with  the  Czech  Republic,  Hungary,  the  Slovak 
Republic,  and  Poland  in  1994.  Ukraine  will  be  surveyed  in 
1994,  and  additional  countries  will  be  added  as  necessary 
financial  support  is  obtained. 
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The  purpose  of  this  project  is  to  conduct  a  survey 
and  develop  an  inventory  of  monuments,  historic  buildings  and 
cemeteries  associated  with  the  past  and  current  communities  in 
Eastern  and  Central  Europe  of  particular  interest  to  United 
States  citizens.  The  survey  is  designed  to  provide  for  the 
systematic  collection  and  organization  of  this  heretofore 
unavailable  data  and  related  information  about  the  location 
of  these  sites,  their  current  condition,  ownership  and 
other  significant  indicators  of  the  need  for  protection  and 
preservation . 

Information  on  the  surveys  is  now  available  to  the 
public  at  several  centers  throughout  the  world,  including  the 
Holocaust  Memorial  Museum  in  Washington.  The  overhead 
expenses  for  this  distribution  is  donated  by  the  organizations 
housing  the  data. 

The  Commission  will  continue  to  respond  to  the 
growing  expressions  of  concern  by  an  increasing  number  of 
United  States  citizens  who  are  distressed  to  learn  of  the 
conditions  of  the  sites  of  their  familial  heritage  in  Eastern 
and  Central  Europe.  Many  of  these  requests  now  come  to  us 
directly  as  the  work  of  the  Commission  becomes  better  known, 
although  some  are  referred  by  Members  of  Congress  and  others 
familiar  with  the  activities  and  work  of  the  Commission. 

At  the  same  time,  the  Commission  will  continue  to 
make  appropriate  representations  to  all  foreign  governments, 
regardless  of  whether  formal  agreements  are  in  place,  and 
elicit  their  active  cooperation  and  encourage  them  to  take 
appropriate  steps  to  protect  cultural  sites  of  importance  to 
United  States  citizens. 

The  Commission  will  work  vigorously  to  raise  funds 
from  the  private  sector,  which  will  be  used  to  identify, 
preserve  and  protect  the  monuments,  historic  buildings  and 
cemeteries  associated  with  the  foreign  heritage  of  United 
States  citizens. 
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II.   Summary  of  1995  Budget  Request 

The  Commission  was  appropriated  $200,000  in  each  of 
FY  1992,  FY  93,  and  FY  1994,  and  is  seeking  $206,000  for  FY 
1995.  The  Commission  is  authorized  by  its  statute  "to  accept, 
use  and  dispose  of  gifts  or  donations  of  money  or  property." 
The  proposed  budget  request,  which  is  attached,  is  only  for 
partial  support  of  the  Commission.  Private  donations  are 
being  sought  to  augment  and  support  the  activities  and 
programs  of  the  Commission.  The  Commission  receives  no 
donated  or  in-kind  services  from  any  other  federal  agency. 
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COMMISSION  FOR  THE  PRESERVATION  OF  AMERICA'S  HERITAGE  ABROAD 

Object  Classification  (in  thousands  of  dollars) 
Identification  code  95- 3700-0-1 - 153     1993  actual   1994  est.   1995  est. 

21.0  Travel  and  t ransportat ionof  persons 

23.1  Rent  payments  to  GSA 
23.3  Communications 

24.0  Printing  and  reproduction 

25.1  Consult ing services 
^5.2   Other  services 

25.3  Purchases  from  Government  accounts 
26.0  Supplies 
31.0  Equipment 
99.9     Total  Obligations 


19 

25 

26 

36 

37 

38 

10 

10 

12 

15 

11 
4 

12 

99 

90 

94 

12 

14 

15 

5 

4 

4 

4 

5 

5 

200 

200 

206 
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COMMISSION  FOR  THE  PRESERVATION  OF  AMERICA'S  HERITAGE  ABROAD 

SALARIES  AND  EXPENSES 

For  necessary  expenses  for  the  Commission  for 

the  Preservat ionof  America'  s Heritage  Abroad, 

as  authorizedby  Public  Law  99-83,  $206,000.  1994. 

Program  and  Financing  (in  thousands  of  dollars) 

Identification  code  95-3700-0-1-153 1993  actual  1994  est.   1995  est. 

Program  by  activities 
10.00  Total  obligations 200         200         206 

Financing 
40.00  Budget  authority  (appropriation)  ..  .    200 200 206 

Relation  of  obligations  to  outlays: 

71.00  Total  obligations 200 

72.40  Obligated  balance,  start  of  year...  63 
74.40  Obligated  balance,  end  of  year....  -24 
77.00  Ad justments  in  expired  accounts  -  2 
90.00  Outlays  237 20J 205 

The  purpose  of  the  Commission  is  to  encourage  the  preservation  of 
monuments,  historic  buildings,  and  cemeteries  associated  with  the  foreign 
heritage  of  the  United  States  . 
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200 

206 

24 

20 

-20 

-21 
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Appendix  A 


Hon.  Rabbi  Arthur  Schneier,  Chairman 
Park  East  Synagogue 
163  East  67th  Street 
New  York,  NY   10021 

Hon.  Julius  Berman,  Esq. 

Kaye,  Scholer,  Fierman, Hays  &  Handler 

425  Park  Avenue 

New  York,  NY   10022 

Hon.  Rabbi  Chaskel  Besser 
Ronald  S.  Lauder  Foundation 
767  5th  Avenue,  Suite  42003 
New  York,  NY   10153 

Hon.  Rabbi  Abraham  Friedlander 
Boro  Park  Voice 
4616  13th  Avenue 
ew  York,  NY   11219 

Hon.  Rabbi  Hertz  Frankel 
Bedford-Harrison  Day  Care 
1720  53rd  St. 
Brooklyn,  NY  11204 

Hon.  Rabbi  Edgar  Gluck 

New  York  State  Police 

2  World  Trade  Center,  Room  5802 

New  York,  NY   10047 

Hon.  Levi  Goldberger 
1430  43rd  Street,  Apt  2A 
Brooklyn,  NY  11219 


Hon.  Joseph  Halfon 
Joseph  Halfon  Realty 
Spring  Valley,  NY  10977 
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Hon.  Eugene  Huppin 

Huppin,  Ewing,  Anderson 

221  North  Wall  Street,  Suite  5003 

Spokane,  WA   99201 

Hon.  Leslie  Keller 
Kelso,  Inc. 

97-45  Queens  Boulevard 
Rego  Park,  NY   11374 

Hon.  Ron  Carlin  Kaufman 
6610  Kensal  Court 
Springfield,  VA  22152 

Hon.  Rabbi  Zvi  Kestenbaum 
Opportunity  Development  Association 
12  Heyward  Street 
Brooklyn,  NY   11211 

Hon.  Gary  J.  Lavine 
Niagra  Mohawk  Power  Company 
300  Erie  Boulevard  West 
Syracuse,  NY   13202 

on.  Warren  L.  Miller,  Esq. 
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Mr.  Moran.  We  welcome  the  Chairperson  of  the  Commission, 
Rabbi  Arthur  Schneier,  who  will  be  accompanied  by  our  esteemed 
colleague,  Congressman  Gilman  from  New  York. 

Rabbi  Schneier,  if  you  would  like  to  proceed,  please  do. 

Mr.  Gilman.  Well,  Mr.  Chairman,  if  I  might  introduce  Rabbi 
Schneier. 

Mr.  Moran.  Oh,  yes.  I  think  that  is  very  appropriate.  And  let  the 
record  show  that  Congressman  Gilman  begins,  as  is  proper  that  he 
do. 

INTRODUCTION 

Mr.  Gilman.  Thank  you,  Mr.  Chairman. 

And  for  the  Committee  Members  who  will  be  joining  you  later, 
I  welcome  this  opportunity  for  being  here  to  reintroduce  Rabbi 
Schneier,  who  I  am  sure  the  Committee  is  aware  of  his  excellent 
work  for  many  years,  and  for  affording  the  U.S.  Commission  for 
Preservation  of  America's  Heritage  Abroad  this  time  to  discuss  its 
needs  for  fiscal  year  1995. 

As  you  are  aware,  the  Commission  was  established  by  legislation 
back  in  1985  in  active  recognition  of  the  respect  due  to  fundamen- 
tal human  rights  and  the  need  to  promote  understanding,  tolerance 
and  friendship  among  all  nations,  race  or  religious  groups. 

Accomplishments  by  the  Commission  have  included  the  preserva- 
tion and  restoration  of  cultural  sites  abroad  and  the  creation  of  a 
central  listing  of  sites  throughout  Eastern  and  Central  Europe 
which  are  in  need  of  attention.  It  is  interesting  to  note  that  this 
listing  is  the  first  step  in  the  Commission's  long-range  program  for 
securing  support  for  immediate  and  long-term  protection,  preserva- 
tion and  maintenance  of  sites  that  have  been  designated  as  having 
special  significance. 

Rabbi  Schneier  has  just  presented  me  with  a  copy  of  a  survey, 
and  there  are  some  very  poignant  pictures  in  here  of  some  of  the 
graves  that  need  to  be  restored  that  they  are  keeping  an  eye  on, 
and  trying  to  encourage  the  preservation  of. 

Today,  Rabbi  Schneier,  Chairman  of  this  important  Commission, 
will  testify  in  greater  detail  of  the  work  being  accomplished  by  the 
Commission  as  well  as  its  budgetary  needs  for  fiscal  year  1995.  In 
addition,  William  McSweeny,  who  serves  as  President  of  The  Asso- 
ciates of  the  United  States  Commission  for  the  Preservation  of 
America's  Heritage  Abroad,  will  also  speak  concerning  the  Commis- 
sion's work  and  needs. 

As  you  are  probably  aware,  Rabbi  Schneier  is  also  very  active  in 
his  mission  for  peace  around  the  world  and  has  established  an  or- 
ganization known  as  the  Appeal  of  Conscience  Foundation  and 
travels  worldwide  appealing  to  governmental  and  religious  leaders 
trying  to  encourage  the  peaceful  settlement  of  a  number  of  our  hos- 
tilities that  are  under  way.  And  I  think  the  Rabbi  has  just  returned 
from  the  Bosnia  area  where  he  had  an  opportunity  to  speak  with 
the  leaders  in  that  area. 

I  have  had  the  opportunity  to  call  on  the  Commission  on  several 
occasions  where  it  has  been  brought  to  my  attention  that  some  of 
the  governments  in  the  European  Community  have  either  de- 
stroyed or  have  not  given  attention  to  preserving  some  very  ancient 
cemeteries,  and  on  each  occasion  I  found  a  very  attentive  ear  and 
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assistance  by  the  Commission  in  trying  to  correct  some  of  these  vio- 
lations of  these  ancient  burial  grounds.  Accordingly,  I  am  confident 
that  the  Committee  will  recognize  the  financial  needs  placed  upon 
the  Commission  as  it  continues  its  significant  work  in  the  fulfill- 
ment of  its  mandate. 

I  thank  you,  Mr.  Chairman,  for  the  opportunity  to  express  a  few 
words  about  my  respect  for  the  work  that  the  Commission  is  doing 
and  my  respect  for  Rabbi  Schneier's  work. 

Mr.  Moran.  Thank  you,  Ben. 

[The  prepared  statement  of  Congressman  Gilman  follows:] 

Statement  by  Hon.  Benjamin  A.  Gilman,  20th  CD.,  New  York 

Thank  you  chairman  Carr  and  ranking  member  Rogers  for  affording  the  United 
States  Commission  for  Preservation  of  America's  Heritage  Abroad  this  time  to  dis- 
cuss its  needs  for  the  fiscal  year  1995. 

As  you  may  know,  the  commission  was  established  by  legislation  in  1985  in  active 
recognition  of  the  respect  due  to  fundamental  human  rights  and  the  need  to  pro- 
mote understanding,  tolerance  and  friendship  among  all  nations,  racial  or  religious 
groups. 

Accomplishments  by  the  commission  have  included  the  preservation  and  restora- 
tion of  cultural  sites  abroad  and  the  creation  of  a  central  listing  of  sites  throughout 
Eastern  and  Central  Europe  which  are  in  need  of  attention.  It  is  interesting  to  note 
that  this  listing  is  the  first  step  in  the  commission's  long-range  program  of  securing 
support  for  immediate  and  long-term  protection,  preservation,  and  maintenance  of 
sites  that  have  been  designated  of  special  significance. 

Today,  Rabbi  Schneier,  chairman  of  this  invaluable  commission  will  testify  in 
greater  detail  of  the  work  being  accomplished  by  the  commission  as  well  as  its  budg- 
etary needs  for  FY  1995.  In  addition,  William  F.  McSweeny,  who  serves  as  president 
of  the  Associates  of  the  United  States  Commission  for  the  Preservation  of  America's 
Heritage  Abroad  will  also  speak  concerning  the  commissions'  work  and  needs. 

Before  Rabbi  Schneier  speaks  I  would  like  to  note  for  my  colleagues  some  of  his 
accomplishments:  Headed  appeal  of  conscience  foundation  interfaith  missions  to  ad- 
vance religious  and  human  rights  in  the  Soviet  Union,  Bulgaria,  Czechoslovakia, 
Hungary,  Poland,  Romania,  Yugoslovia,  China  and  to  develop  exchange  programs 
with  the  United  States;  and  served  as  alternate  representative  of  the  United  States 
to  the  43rd  General  Assembly  of  the  United  Nations.  These  are  only  a  few  of  the 
Rabbi's  accomplishments — the  list  is  long  and  impressive  and  deserves  acknowledge- 
ment. 

Accordingly,  I  am  confident  that  the  committee  will  recognize  the  financial  needs 
placed  upon  the  commission  as  it  continues  its  work  in  fulfillment  of  its  mandate 
and  I  thank  you  Mr.  Chairman  for  this  opportunity  to  express  my  gratitude  and  re- 
spect for  the  significant  work  of  the  U.S.  Commission  for  the  Preservation  of  Ameri- 
ca's Heritage  Abroad  under  the  leadership  of  Rabbi  Arthur  Schneier. 

General  Statement 

Mr.  Moran.  Rabbi  Schneier. 

Mr.  Schneier.  Mr.  Chairman,  thank  you  for  the  opportunity  to 
appear  before  you  on  behalf  of  the  United  States  Commission  for 
the  Preservation  of  America's  Heritage  Abroad. 

If  I  may  just  express  my  appreciation  to  Congressman  Gilman, 
Ranking  Minority  Member  of  the  House  Foreign  Affairs  Commit- 
tee, for  his  kind  introduction.  Since  the  Commission  deals  specifi- 
cally with  countries  in  Central  Europe,  Eastern  Europe  and  the 
former  Soviet  Union  under  the  mandate  of  circular  175  given  to  us 
by  the  State  Department,  obviously  we  have  many  dealings  with 
Members  of  the  House  Foreign  Affairs  Committee  and  the  Senate 
Foreign  Relations  Committee. 

And  in  a  way  it  is  significant  that  I  appear  before  you  on  March 
1,  1994  when  on  March  3  the  President  of  the  Ukraine,  Mr. 
Kravchuk,  will  be  received  by  the  President  of  the  United  States 
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on  an  official  state  visit.  For  quite  a  few  years  I,  personally,  have 
met  with  President  Kravchuk  and  Foreign  Minister  Zlenko  urging 
the  Ukrainian  Government  to  enter  into  a  bilateral  agreement  with 
the  United  States,  assuring  the  preservation  of  the  historic  sites 
and  monuments  in  the  Ukraine,  which  is  of  tremendous  interest  to 
many  American  citizens  who  hail  from  that  part  of  the  world. 

I  am  happy  to  report  that  that  agreement  will  be  signed  right 
here  in  Washington  on  Friday,  probably  by  Secretary  of  State 
Christopher  in  the  presence  of  both  Presidents  of  the  Ukraine  and 
the  United  States  as  part  of  another  package  of  five  agreements. 
So  we  have  made  progress  with  the  Ukraine. 

Since  my  last  appearance  here  we  concluded  a  formal  agreement 
with  the  Romanian  government.  We  have  an  agreement  with  the 
Czech  Republic  and  the  Slovak  Republic.  And  are  now  in  the  midst 
of  negotiating  an  additional  agreement  with  Belarus,  the  Russian 
Federation  and  some  other  states,  including  Armenia. 

Now,  as  a  result  of  the  dissolution  of  the  former  Soviet  Union. 
We  have  circular  authority  for  the  new  republics,  obviously,  which 
was  granted  by  the  State  Department. 

One  major  objective  is  to  establish  the  formal  structure  by  an 
agreement  between  the  United  States  and  the  countries  in  Eastern 
and  Central  Europe  and  the  former  Communist  areas.  I  think  this 
is  terribly  important  as  one  who  has  traveled  extensively  in  that 
part  of  the  world. 

I  happen  to  be — not  in  my  capacity  as  United  States  Commission 
for  the  Preservation  Chairman,  but  as  a  member  of  the  founda- 
tion— a  past  observer  to  the  parliamentary  elections  in  December 
in  Russia.  And  with  the  changes  that  are  taking  place,  we  have  not 
gained  democracy  after  communism,  we  have  gained  nationalism  in 
many  of  these  countries.  In  fact,  many  of  the  ultranationalists  are 
gaining  in  strength. 

The  agreements  that  we  negotiated  are  very  important  because, 
who  knows,  maybe  a  year  from  now  a  more  ultranationalist  govern- 
ment may  not  be  ready  to  sign  this  kind  of  an  agreement  with  the 
United  States  of  America.  So  we  are  pushing  very  hard  to  have  as 
many  of  these  agreements  on  the  books  because  then  we  have  a 
frame  of  reference  and  we  can  actually  come  to  these  governments 
and  say,  look,  this  is  a  formal  agreement  with  the  United  States 
and  your  country;  you  must  honor  it.  The  preservation  of  historic 
sites  is  critical. 

I  have  been  very  much  involved  in  the  conflict  in  the  former 
Yugoslavia.  I  don't  have  to  tell  you,  Mr.  Chairman,  not  only  was 
it  a  question  of  loss  of  human  life  but  some  of  the  historic  churches 
and  mosques  and  synagogues  have  been  destroyed — you  know, 
whether  it  is  Mostar  and  Chrzanow  or  Tuzla  or  Banjaluka.  So  it 
is  not  just  a  question  of  focusing  on  the  destruction  of  human  life 
but  on  the  destruction  of  civilization. 

And  in  a  way  what  the  United  States  Commission  for  the  Preser- 
vation of  America's  Heritage  is  doing  is  trying  to  preserve  civiliza- 
tion. If  we  don't  succeed,  many  of  these  historic  sites,  in  a  matter 
of  a  decade,  will  just  be  obliterated. 

So,  therefore,  I  would  respectfully  ask  that  Congress  respond  to 
our  request  for  the  modest  sum  of  $206,000.  And  I  must  tell  you, 
Mr.  Chairman,  that  if  not  for  the  cooperation  of  many  volunteers 
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and  the  many  individual  organizations  pro  bono,  we  could  not  be 
doing  the  job. 

And  I  want  to  single  out  my  friend  and  colleague  who  also  hap- 
pens to  be  the  Chairman  of  Ford  Theater  in  Washington,  a  very 
distinguished  public  figure  in  the  Washington  area,  Bill  McSweeny, 
who  heads  up  The  Associates  of  the  United  States  Commission  for 
the  Preservation  of  America's  Heritage  Abroad. 

In  addition  to  concluding  these  agreements,  we  are  also  focusing 
on  actually  serving  the  various  sites.  And  Congressman  Gilman 
just  discussed  the  survey  of  cultural  sites.  The  surveys  are  being 
done  not  only  in  Poland,  but  have  also  been  completed  in  Hungary 
and  the  Czech  and  Slovak  Republics;  and  will  be  undertaken  in  the 
other  countries  of  Eastern  and  Central  Europe. 

So  I  am  most  grateful  to  you,  Mr.  Chairman,  for  giving  me  the 
opportunity  to  present  the  message  of  the  Commission.  There  is  a 
formal  statement  which  I  would  like  to  have  included  in  the  record. 

We  are  most  grateful  to  the  President  of  the  United  States,  the 
United  States  Congress,  the  State  Department,  who  has  been  most 
remarkable  in  their  cooperation,  and  all  Members  of  Congress  for 
their  interest  and  support  in  our  work,  and  I  will  be  happy  to  an- 
swer any  questions  you  may  have. 

Mr.  Moran.  Thank  you  very  much,  and  thank  you,  Mr.  Gilman. 

[The  prepared  statement  of  Rabbi  Schneier  follows:] 
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March   1,  1994 


UNITED  STATES  COMMISSION  FOR  THE  PRESERVATION 


OF  AMERICA'S  HERITAGE  ABROAD 


Mr.  Chairman: 


My  name  is  Rabbi  Arthur  Schneier.  Thank  you  for  the 
opportunity  to  appear  before  the  Subcommittee  to  discuss  our 
FY  1995  budget  request,  to  report  to  you  on  our  progress,  and 
to  respond  to  your  questions. 

The  Commission  for  the  Preservation  of  America's 
Heritage  Abroad  received  its  first  funding  in  FY  1990,  but  did 
not  have  a  Chair  appointed  until  mid-1991.  In  its  short  life, 
the  Commission  has  made  substantial  progress  toward  its 
mission  as  envisioned  by  Congress. 

I  will  do  my  utmost  to  continue  in  fulfilling  our 
mandate,  which  is  to  encourage  the  preservation  of  the 
historic  cultural  sites  in  Eastern  and  Central  Europe  which 
are  of  importance  to  Americans.  This  is  being  accomplished, 
primarily,  through  the  negotiation  of  Agreements  with  Eastern 
and  Central  European  Governments  that  provide  for  joint 
cooperation  to  identify,  protect,  and  restore  historic  sites 
of  mutual  interest. 

Following  my  appointment  in  April  1991,  I  have  made 
visits  to  meet  with  a  number  of  key  government  officials  and 
community  leaders  in  Eastern  and  Central  Europe  —  the  area  in 
which  the  Commission  is  charged  with  developing  programs  for 
preservation.  As  President  of  the  Appeal  of  Conscience 
Foundation,  and  as  a  former  Alternate  Representative  of  the 
U.S.  Permanent  Mission  to  the  United  Nations,  I  have  been 
privileged  to  meet  many  leaders  in  the  international  community 
I  have  worked  to  utilize  these  contacts  to  help  implement  the 
Commission's  objectives. 
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The  first  formal  Agreement  for  joint  cooperation  in 
the  preservation  of  cultural  sites  important  to  citizens  of 
both  countries  was  signed  at  the  Department  of  State  on 
March  17,  1992  by  the  Deputy  Secretary  of  State  and  Ambassador 
Rita  Klimova  for  the  Czech  and  Slovak  Federal  Republic.  Both 
the  newly  created  Czech  Republic  and  the  Slovak  Republic,  are 
committed  to  honoring  the  Agreement  through  separate  Joint 
Cultural  Heritage  Commissions. 

Meetings  in  New  York,  Washington  and  Bucharest 
resulted  in  the  conclusion  of  an  agreement  which  was  signed  by 
the  Romanian  Foreign  Minister  and  myself  on  July  8,  1992. 
Meetings  in  Kiev  and  Washington,  I  am  pleased  to  report,  have 
resulted  in  the  concluding  of  an  Agreement  with  Ukraine  in 
December  1993.  Also  in  1993,  circular  175  authority  to 
negotiate  was  extended  to  the  Commission  by  the  Department  of 
State  for  Slovenia  and  Armenia. 

The  Commission  continues  its  negotiations  and 
discussions  with:  Austria,  Belarus,  Bulgaria,  Estonia, 
Germany,  Hungary,  Latvia,  Lithuania,  Poland,  and  Russia. 
Requests  for  authority  to  negotiate  (circular  175  authority) 
are  currently  pending  with  the  Department  of  State  with 
respect  to  the  former  republics  of  the  Soviet  Union  of 
Moldova,  Georgia,  and  Azerbaijan.  We  anticipate  that 
additional  Agreements  will  follow  soon. 

Another  key  legislative  mandate  of  the  Commission  is 
to  "identify  and  publish  a  list  of  those  monuments,  historic 
buildings  and  cemeteries  located  abroad  which  are  associated 
with  the  foreign  heritage  of  United  States  citizens  from 
Eastern  and  Central  Europe,  particularly  those  in  danger  of 
deterioration  or  destruction". 

The  Commission  instituted  the  first-ever  survey  of 
Eastern  and  Central  European  cultural  sites,  a  project  close 
to  the  hearts  and  heritage  of  many  United  States  citizens. 
This  is  the  first  step  in  creating  a  comprehensive 
clearinghouse  of  such  information  which  will  include  data  on 
the  location,  condition,  ownership  and  use  of  the  sites, 
relevant  preservation  laws  and  a  list  of  organizations 
involved  with  documentation  and  preservation.  Initial  work 
has  been  carried  out  in  the  Czech  Republic,  Hungary,  Poland, 
and  the  Slovak  Republic. 
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Information  which  has  been  gathered  is  already 
helping  government  authorities  in  these  countries,  local 
communities,  and  United  States  citizens  with  cultural  roots  in 
these  areas  to  plan  and  undertake  preservation  activities  and 
projects.  Work  has  begun  in  Ukraine,  with  whom  we  have 
concluded  an  Agreement.  Others  will  be  surveyed  as  additional 
funds  become  available. 

I  will  be  happy  to  furnish  copies  of  the  final 
report  on  the  survey  work  in  Poland  which  graphically 
illustrates  the  problems  and  opportunities  for  preserving  the 
cultural  heritage  of  Americans. 

Increasingly,  we  have  been  confronted  with  requests 
from  the  American  public  and  Members  of  Congress  to  intervene 
on  behalf  of  the  protection  and  preservation  of  cultural  sites 
and  former  concentration  camps  which  are  being  vandalized  or 
marked  for  inappropriate  commercial  exploitation. 

For  example,  Commission  actions  helped  to: 

•  Prevent  construction  of  a  supermarket  in 
Ravensbruck,  Germany,  on  the  grounds  of  a  former  Nazi 
concentration  camp; 

•  Halt  construction  of  apartments  being 
built  over  the  grave  sites  in  the  old  Jewish  cemetery  in 
Pinsk,  Belarus; 

•  Create  a  commission  to  inventory  all 
public  cultural  sites  in  Germany's  State  of  Brandenburg 
and  establish  a  land  use  process  to  assure  that 
construction  work  on  former  sites  of  churches, 
synagogues,  concentration  camps,  cemeteries,  etc. 
respects  the  past; 

•  Obtain  assurances  from  the  Government  of 
Portugal  to  correct  a  situation  concerning  desecration  of 
a  cemetery  observed  by  an  American  citizen  visiting  the 
graves  of  his  parents; 
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•  Resolve  a  dispute  concerning  the  issuance 
of  building  permits  at  the  Ottensen  cemetery  in  Hamburg 
which  would  have  resulted  in  the  disturbance  of  a  large 
number  of  graves; 

•  Obtain  a  reversal  of  a  razing  order  for 
the  ruin  of  the  old  synagogue  of  Stryj ,  Ukraine  —  the 
site  of  the  massacre  of  the  city's  Jews  in  the  Holocaust. 
This  has  allowed  time  for  a  group  of  American  survivors 
of  the  Holocaust  to  raise  funds  for  its  preservation  as 
a  Memorial  site. 

Since  our  funding  supports  only  the  administrative 
costs  of  the  Commission,  funds  for  the  surveys  of  cultural 
sites  and  preservation  and  restoration  work  of  the  Commission 
must,  properly,  be  raised  from  the  private  sector.  I  am  happy 
to  report  that  the  Commission  received  outside  support  of  over 
$40,000  toward  its  work  in  1993.  This  permitted  the 
completion  of  the  survey  of  cultural  sites  of  Poland  and  the 
start  of  the  survey  work  in  Ukraine  in  1994 . 

The  Commission  was  appropriated  $200,000  in  FY  1992, 
FY  1993,  and  again  in  FY  1994. 

The  FY  1995  budget  request  is  for  $206,000,  or  a 
three  percent  increase  to  help  defray  the  costs  of  inflation 
and  expanded  responsibilities. 

At  the  same  time,  we  would  note  that  the  pace  of 
active  negotiations  and  the  spreading  interest  in  the  work  of 
the  Commission  has  quickened  in  the  past  year.  The  Agreements 
with  the  Czech  Republic,  Slovak  Republic,  Romania  and  Ukraine 
have  had  a  positive  and  salutary  impact  on  the  active 
expressions  of  interest  on  the  parts  of  other  negotiating 
partners. 

Dynamic  changes  in  the  political  structure  of  the 
region  have  been  formidable,  and  the  Commission  is  now 
negotiating  and  working  with  significantly  more  countries  due 
to  the  independence  of  the  former  Soviet  Republics,  and  the 
split  of  the  former  Czech  and  Slovak  Federal  Republic. 


-  5  - 
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The  Commissioners  wish  to  note,  with  gratitude,  the 
cooperation  and  support  we  have  received  from  the  White  House, 
the  United  States  Congress,  and  the  U.S.  Department  of  State. 
The  visit  of  President  Clinton  to  the  Jewish  Cemetery  of 
Prague  and  the  Russian  Orthodox  Cathedral  in  Moscow  during  his 
January  mission  to  Europe  was  a  tangible  expression  of 
America's  support  for  the  preservation  of  cultural  sites  which 
are  so  important  to  our  citizens. 

Thank  you  for  the  opportunity  to  appear  before  you 
today.  I  will  be  happy  to  answer  any  questions  you  may  have. 


-  6  - 
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AUTHORIZATION 


Mr.  Moran.  Is  your  authorization  permanent?  Does  it  ever  ex- 


pire? 

Mr.  McSweeny.  Indefinite. 
Mr.  Schneier.  Indefinite. 
Mr.  Moran.  It  is  indefinite? 
Mr.  Schneier.  Yes. 

ACCOMPLISHMENTS 

Mr.  Moran.  Okay.  What  would  you  cite  as  the  two  or  three 
things  that  have  been  preserved  or  accomplished  by  your  Commis- 
sion that  could  not  have  been  done  otherwise? 

Mr.  Schneier.  You  will  find  that  particularly  in  Poland  and 
Hungary  and  Czechoslovakia — countries  that  were  under  the  yoke 
of  Nazism  and  also  under  the  yoke  of  communism  where  you  had 
Jewish  populations. 

For  instance,  Hungary  in  1944,  March  19th,  when  the  Nazi  Ger- 
mans moved  in,  within  a  matter  of  three  months,  600,000  Jews 
were  just  sent  to  the  concentration  camps.  So  you  had  Jewish  com- 
munities who  existed  for  1,000  years.  Now  you  have  most  of  Hun- 
gary and  these  smaller  towns,  absolutely  no  Jewish  presence. 

[Clerk's  note. — Subsequent  to  the  hearing,  the  following  infor- 
mation was  provided:] 

To  care  for  the  cemeteries  and  other  cultural  sites  which  have  deep  significance 
to  U.S.  citizens  who  trace  their  familial  roots  to  these  communities.  Many  of  the 
sites  which  still  exist  are  threatened  with  obliteration  by  local  authorities  for  use 
in  inappropriate  ways  for  a  Jewish  cemetery. 

For  instance,  there  was  a  major  problem  in  Belarus  in  the  city 
of  Pinsk,  where  I  personally  intervened  with  the  Foreign  Minister, 
and  the  Mayor  of  Pinsk  was  ordered  to  stop  the  demolition  of  the 
Jewish  cemeteries  that  would  become  a  site  for  a  mall.  Now,  this 
is  a  concrete  intervention. 

In  Bratislava,  we  were  engaged  in  helping  with  private  funds  in 
the  erection  of  certain  gates  around  a  cemetery.  We  were  very 
much  instrumental.  It  could  have  been  a  major  cause  of  friction  be- 
tween the  United  States  and  Germany. 

If  you  recall,  there  was  this  Hamburg  affair,  where  a  cemetery 
site  would  have  been  sold  for  a  business  mall.  That  created  a  stir 
because  this  was  a  cemetery  going  back  to  the  16th  century,  and 
it  was  really  an  international  cause  of  tension. 

So,  again,  many  Members  of  Congress,  like  Congressman  Gilman 
and  many  others,  in  response  to  the  constituents  who  have  turned 
to  them  for  action,  turned  to  us,  and  we  were  the  ones  who  were 
able  to  help. 

Some  other  very  tangible  results — for  instance,  the  surveys. 
These  surveys  will  be  available  in  every  major  library.  They  are 
available  to  the  public.  The  information  from  these  surveys  was 
heretofore  not  available  until  undertaken  by  the  Commission. 

Mr.  MORAN.  Okay.  Thank  you.  I  guess  then  that  you  would  an- 
ticipate this  Commission  continuing  through  our  lifetimes,  that 
there  would  never  be  an  end  to  your  objectives? 

Mr.  Schneier.  Congressman,  I  think  it  will.  When  there  is  an 
agreement  entered  between  the  United  States  and  Romania,  for  in- 
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stance,  and  the  Czech  or  Slovak  Republic  or  now  the  Ukraine,  the 
agreement  provides  for  an  executive  agent  who  is  going  to  be  im- 
plementing the  agreement.  Now,  the  Commission  is  named  as  the 
executive  agent  in  all  of  these  agreements,  therefore,  obviously,  it 
would  not  be  the  State  Department,  but  it  would  be  the  Commis- 
sion that  would  be  implementing  the  agreement,  just  as  there  is  an 
executive  agent  on  the  part  of  the  Ukrainian  government  or  any 
other  government. 

So  the  answer  to  you,  Mr.  Chairman,  is,  yes,  it  would  carry  on. 
Not  only  carry  on;  I  would  think  it  has  a  tremendous  amount  of 
work  that  is  to  be  done  here. 

Mr.  GlLMAN.  Mr.  Chairman,  if  you  will  forgive  me,  I  am  being 
called  to  another  hearing. 

Mr.  Moran.  I  understand.  Thank  you  for  joining  us. 

Mr.  Gilman.  Thank  you,  Mr.  Chairman. 

PRIVATE  CONTRIBUTIONS 

Mr.  Moran.  You  are  expected  to  generate  private  money.  In  1992 
you  generated  about  $6,000  in  private  money.  What  did  you  raise 
this  past  year? 

Mr.  Schneier.  We  have  done  better,  Mr.  Chairman. 

Mr.  Moran.  There  seems  to  be  no  amount  specified  in  the  jus- 
tification. 

Mr.  Schneier.  If  I  may  call  on  Mr.  Barries,  our  Executive  Direc- 
tor, he  will  just  read  off  some  of  the  figures. 

Mr.  Barries.  The  OMB  has  asked  us,  informally,  to  raise 
$45,000  per  year.  Since  the  beginning  of  fiscal  year  1993,  we  had 
in  direct  cash  contributions,  $16,787  to  the  Commission. 

In  addition,  we  have  had  indirect  funds  which  our  examiner  at 
OMB  says  that  we  may  take  credit  for  having  raised  because  it  is 
for  our  program.  The  survey  in  Poland,  Hungary,  and  Czecho- 
slovakia could  not  have  been  finished  unless  funds  were  donated  to 
our  contractor,  the  Ronald  S.  Lauder  Foundation,  and  they  have 
put  in  approximately  half  of  the  cost  of  the  surveys  to  date  or  al- 
most $100,000,  including  about  $30,000  last  year.  The  associates 
have  raised  $4,000,  which  they  are  spending,  at  the  direction  of  the 
Commission,  on  a  model  preservation  site. 

So  that,  taken  together,  we  have  raised  over  $50,000-$50,787  to- 
ward our  work. 

Mr.  Moran.  Good.  Thank  you. 

Now,  you  had  carryover  funds  of  $24,000  from  fiscal  year  1992 
and  $20,000  from  fiscal  year  1993,  but  you  are  asking  for  a  $6,000 
increase  this  year. 

Mr.  Barries.  Sir,  these  funds  were  part  of  the  initial  contract  for 
the  survey  work  with  the  World  Monuments  Fund,  and  they  are 
still  in  the  field,  and  they  have  not  billed  out  the  costs.  Had  they 
billed  us  for  the  full  costs  of  what  they  would  have  spent 

Mr.  Schneier.  So  it  is  obligated. 

Mr.  Barries.  We  owe  them  that  money  and  more,  actually,  so 
that  money  is  not  available  to  us. 

REQUEST  TO  OMB 

Mr.  Moran.  I  see.  Okay. 

What  did  you  ask  for  from  OMB? 
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Mr.  Barries.  We  asked  for  $206,000  sir. 

Mr.  Moran.  So  you  got  what  you  requested. 

Mr.  Barries.  We  asked  for  our  budget  plus  an  inflation  factor 
this  year  which  they  gave  us. 

Mr.  Moran.  And  that  is  the  $6,000? 

Mr.  Schneier.  Right. 

Mr.  Moran.  Three  percent. 

I  think  that  that  will  be  sufficient.  Thank  you. 

Mr.  Schneier.  Thank  you,  Mr.  Chairman  and 

Mr.  McSweeny. 

Mr.  Moran.  Do  you  have  anything  to  add? 

Mr.  McSWEENY.  No.  I  would  just  say  that  I  have  had  the  honor 
of  working  with  Rabbi  Schneier  for  25  years,  Mr.  Chairman,  and 
he  originally  introduced  me  to  doing  rescue  work  for  people  who 
are  hostage  cases  in  the  Soviet  Union.  And  I  would  like  to  com- 
pliment him  publicly  because  he  has  taken  this  Commission,  which 
was  somewhat  dormant,  and  put  real  life  into  it  around  the  world 
at  sometimes  great  physical  cost  to  himself — because  it  is  not  easy 
when  you  get  to  be  over  65,  like  us,  to  go  flying  coach  around  the 
world. 

Thank  you,  sir. 

Mr.  Moran.  Very  good.  Thank  you. 

Mr.  Schneier.  Thank  you,  Mr.  Chairman. 

[The  following  questions  were  submitted  to  be  answered  for  the 
record:] 
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Qustions   for   the  Record   from  Chairman   Smith 

Authorization 

1.  What  are  the  Commission's  major  accomplishments  to  date  and 
how  do  they  directly  support  your  mission  as   stated   in  the 
Authorization? 

Answer 

The  Commission  is  mandated  to  identify  and  publish  a  list 
of  those  monuments,  historic  buildings  and  cemeteries  located 
abroad  which  are  associated  with  the  foreign  heritage  of  United 
states  citizens  from  Eastern  and  Central  Europe,  particularly 
those  which  are  in  danger  of  deterioration  or  destruction.  The 
Commission  is  also  tasked  to  prepare  and  issue  reports  on  the 
condition  of  these  cultural  sites,  and  progress  being  made  for 
their  preservation  and  protection.   The  Commission  is  also 
charged  with  obtaining  agreements  with  foreign  governments  for 
cooperation  in  preservation  and  protection  of  these  cultural 
sites. 

To  date,  the  Commission  has  surveyed,  published,  and 
disseminated  reports  on  the  most  endangered  cemeteries, 
monuments  and  historic  buildings  of  Poland.   The  sites  of 
Hungary  and  the  Czech  and  Slovak  Republics  have  been  surveyed, 
and  the  information  is  being  analyzed  for  publication.   The 
Commission  has  established  research  centers,  where  the  data  on 
the  individual  sites  are  available  to  the  public,  at  several 
locations  including  the  US  Holocaust  Memorial  Museum.   The 
survey  of  Ukraine  will  begin  in  1994. 

The  Commission  has  undertaken  ongoing  discussions  and 
negotiations,  in  cooperation  with  the  Department  of  State, 
with  the  countries  of  Eastern  and  Central  Europe  to  obtain 
assurances  that  monuments,  historic  buildings  and  cemeteries  of 
importance  to  U.S.  citizens  will  be  preserved  and  protected. 
The  Commission  has  Circular  175  authority  to  negotiate  the 
proposed  Agreement  with  16  countries  and  requests  for  authority 
to  negotiate  are  in  process  for  another  three  countries.   To 
date,  the  Commission  has  Agreements  in  effect  with  the  Czech 
Republic,  Romania,  the  Slovak  Republic,  and  Ukraine. 

2.  When  will  the  Commission's  goals  be  fully  achieved? 
Answer 

The  Commission  seeks  to  survey  the  endangered  cultural  sites  in 
all  of  Eastern  and  Central  Europe  as  mandated  by  its 
legislation.  As  also  specified  by  legislation,  its  goal  is  to 
eventually  enter  into  Agreements  with  all  16  countries  for 
which  it  has  Circular  175  authority,  the  additional  three 
countries  for  which  State  Department  approval  is  pending,  and 
other  countries  as  the  need  and  opportunity  arises.  This  work 
alone  will  take  several  years  to  accomplish. 
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The  Commission  does  not  have  a  termination  date  under  its 
legislation.   This  is  because  the  mandated  Agreements  with 
foreign  governments  call  for  the  establishment  of  permanent 
joint  commissions  between  the  United  States  Government  and  the 
cooperating  foreign  government  signatories.   The 
Commission  is  the  executive  agent  for  the  United  States  on  the 
joint  commissions. 

New  Countries 


Now  that  the  number  of  countries  to  negotiate  with  has 
increased,  has  the  Commission  reorganized  its  activities  and 
priorities? 

a.  What  is  the  total  numbers  of  countries  the  Commission 
must  negotiate  with? 

b.  Does  the  Commission  prioritize  these  countries?   If  so  on 
what  basis  are  they  prioritized? 


Answer 

a.  The  US  Commission  has  Circular  175  authority  to  negotiate 
the  proposed  Agreement  with  16  countries  and  requests  for 
authority  to  negotiate  are  in  process  for  an  additional 
three  countries. 

b.  Priority  in  requesting  Circular  175  authority  has  been 
given  to  those  countries  which  represent  the 
preponderance  of  endangered  cultural  sites,  but  has  not 
excluded  any  countries  expressing  an  interest  in  the 
Agreement.   Within  this  broad  framework,  the  Commission 
has  not  experienced  the  need  to  prioritize  countries  for 
negotiating  purposes. 

Associates  of  the  Commission 


How  much  money  did  the  Associates  raise  for  the  Commission  in 
FY  1993?  How  much  of  that  was  donated  to  the  Commission?  How 
did  the  Commission  use  those  funds? 

What  other  activities  do  the  Associates  provide  financial 
support  to? 

Answer: 

1.  The  Associates  raised  $4,000  in  FY  1993,  all  of  which  will 
be  used  for  the  Commission's  model  cemetery  restoration 
project  in  Poland.   The  purpose  is  to  demonstrate  to 
potential  private  donors  what  can  be  done  for  a  relatively 
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small  cost.  The  Associates  have  pledged  to  raise  all  of  the 
$12,000  cost. 

This  demonstration  project  shows  what  can  be  done  in  the 
worst  case  scenario.   The  Nazis  totally  destroyed  this 
Jewish  cemetery,  using  the  tombstones  as  building 
materials.  In  this  project,  we  have  obtained  approval  from 
the  Government  of  Poland  to  re-erect  those  tombstones  which 
can  be  recovered  at  the  site  of  the  former  cemetery,  to 
place  a  memorial  to  the  victims  of  the  Holocaust, 
and  to  fence  and  landscape  the  area. 

The  project  would  not  have  been  possible  without  the 
Associates  carrying  out  their  charter  to  support  the 
Commission's  activities. 

In  addition,  the  Associates  provide  one  full-time  staff 
member  of  the  Commission  through  an  Intergovernmental 
Personnel  Act  arrangement,  at  no  cost  to  the  Commission. 

All  of  the  funds  raised  by  the  Associates  go  to  support 
the  Commission. 


Site  Surveys/List  of  Sites 

Site  surveys  for  the  list  of  endangered  cultural  sites  abroad 
are  funded  under  the  "Other  Services"  category.  In  addition, 
private  donations  have  been  used  to  support  this  activity. 

a.  How  much  of  the  Commission's  funds  have  been  obligated  to 
date? 

b.  Have  additional  resources  been  provided  by  the  World 
Monuments  Fund  or  other  organizations?   If  so,  how  much? 


Answer: 

a.  The  Commission  has  obligated  a  total  of  $106,000  of 
appropriated  funds,  to  date,  for  the  surveys  of  Poland, 
Hungary  and  Czechoslovakia. 

b.  The  Commission  has  also  obligated  $9,000  of  funds, 
which  were  donated  to  the  Commission,  toward  the 
surveys.   The  latter  funds  were  gifts  from  a  number  of 
individuals  and  two  foundations.  In  addition,  the 
Jewish  Heritage  Council  of  the  World  Monuments  Fund  has 
provided  about  $100,000  of  cost  sharing. 

Who  conducts  the  site  survey  (e.g.,  a  Commission  official,  the 
State  Department,  U.S.  contractors,  foreign  contractors)? 

Answer: 
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The  on-site  conduct  of  the  surveys  has  been  done  by  foreign 
sub-contractors  to  our  contractor,  the  World  Monuments  Fund,  of 
New  York  City.   The  sub-contractors  have  been  selected  for 
their  expertise  in  the  cultural  sites  of  each  country  where 
they  reside.  For  example,  the  sub-contractor  for  the  survey  in 
Poland  is  the  Jewish  Historical  Institute  of  Warsaw. 

Using  contractors  located  within  the  country  being  surveyed  has 
kept  costs  to  the*"  minimum  due*the  relatively  low  domestic  costs 
and  favorable  exchange  rates? 

What  is  the  process  for  adding  a  particular  site  to  the  list? 
What  are  the  specific  activities  and  costs  associated  with 
doing  site  surveys? 

Answer: 

The  Commission  has  prioritized  the  surveys  to  collect 
information  on  the  sites  which,  generally,  are  in  the  most 
imminent  danger  of  obliteration.  The  first  wave  of 
surveys  is  being  devoted  to  the  sites  which  were  deliberately 
desecrated  by  the  Nazis  during  the  Holocaust. 

The  cultural  sites  of  Eastern  and  Central  Europe  of 
importance  to  other  religious  and  ethnic  groups  also 
suffered  through  Communist  hostility  and  neglect.  The 
Commission  is  determined  to  undertake  an  equal  effort  to 
catalog  these  sites. 

The  surveys  are  organized  in  the  United  States  by  the 
contractor.   Within  each  country,  the  work  is  coordinated  by 
scholars  who  are  citizens  of  that  country,  and  who 
employ  and  supervise  field  researchers  who  are  also  residents 
of  the  country.   A  comprehensive  questionnaire  for 
cemeteries,  prepared  by  the  World  Monuments  Fund  in 
consultation  with  the  Commission  and  the  survey  coordinators, 
asks  over  75  questions  about  the  history,  location 
topography,  ownership,  condition,  care,  use,  and  visitation 
of  the  sites  and  other  significant  indicators.   Though  the 
focus  of  the  work  is  on  collecting  information  on  current 
site  conditions,  other  information  regarding  history, 
appearance  and  maintenance  is  assembled  when  possible. 

As  an  example,  between  1991  and  1993,  20  researchers  had 
visited  collectively  over  1,000  Polish  cemetery  sites  and  300 
synagogues.   Similarly,  over  150  synagogues  and  1,100 
cemeteries  have  been  surveyed  within  the  current  borders  of 
Hungary  and  the  former  Czechoslovakia. 

The  results  of  the  surveys  are  sent  to  the  United  States  and 
reviewed  by  the  contractor  for  accuracy.  The  contractor 
prepares  a  report  for  public  dissemination.  These  reports  will 
be  distributed  to  libraries,  government  conservators,  and 
interested  individuals  throughout  the  world.  In  addition,  the 
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detailed  information  collected  on  the  individual  sites  is 
entered  into  a  computer  data  base  by  the  contractor  and  the 
staff  of  the  Commission.   This  information  is  available  to 
the  public  at  several  locations.   The  detailed  site  data  is 
available  at  the  Commission;  the  National  Registry  of  Jewish 
Holocaust  Survivors,  United  States  Holocaust  Memorial  Museum; 
The  Jewish  Historical  Institute  of  Warsaw,  Poland;  and  the 
Association  of  Genealogy  Societies,  Bethesda,  Maryland.  The 
overhead  expenses  for  housing  and  dissemination  of  the 
information  is  donated  by  these  organizations.   The  direct 
costs  to  the  Commission  from  appropriated  funds  for  the  work 
done  to  date  has  been  $106,000,  with  and  additional  $109,000 
from  contractor  cost  sharing  and  private  sector  donations. 


Travel 

How  many  visits  are  generally  required  before  an  Agreement  is 
reached  with  a  country? 

Answer 

Based  on  experience  to  date,  one  or  two  such  visits  seem 
to  be  required. 

How  much  was  spent  on  overseas  travel  in  FY  1993? 

a.  How  many  trips  did  this  support?   To  which  countries? 
How  many  travelers? 

b.  Were  any  negotiations  with  foreign  government  officials 
held  in  the  U.S.? 

c.  How  does  the  Commission  determine  whether  negotiations 
will  be  held  in  the  U.S.  or  in  the  partner's  country? 

Answer 

a.  The  total  overseas  travel  costs  in  FY  1993  was  $9,300. 
The   Chairman   and   two   Commissioners,   travelling 
individually  to  separate  locations,  made  a  total  of  three 
trips  to  initiate  discussions  or  conduct  negotiations 
with:  Austria,  Belarus,  Estonia,  Latvia,  Lithuania, 
Russian  Federation  and  Ukraine. 

b.  Substantial  negotiations  are  carried  out  in  the  U.S. 
through  meetings  and  discussions  with  Embassy  officials 
and  representatives  of  the  Commission. 

c.  Experience  to  date  suggests  that  most  of  the  negotiating 
sessions  have  taken  place  in  Washington.  At  the  same 
time,  there  is  no  way  to  predict  accurately  if  this  would 
hold  true  in  future  negotiations.  By  and  large, 
negotiations  are  initiated  by  a  visit  by  the  Chairman  or 
a  designated  Commissioner.    Subsequent  negotiating 
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meetings  are  scheduled  in  the  partner's  country  only  when 
there  is  clear  reason  to  believe  that  such  a  visit  would 
make  a  positive  contribution  toward  the  progress  of 
negotiations . 

3 .   How  much  was  spent  on  domestic  travel? 

Answer 

The  Commission  spent  $7,500  on  domestic  travel  in  FY  1993. 
These  costs  were  incurred  for  travel  of  the  Chairman  and  two 
commissioners  to  Washington  DC  for  negotiations  at 
embassies;  and  for  the  conduct  of  the  business  meetings  of  the 
Commission  as  required  by  law. 

Preservation/ restoration 

1.  Last  year,  you  stated  that  the  Commission  does  not  need 
agreements  to  undertake  preservation  activities.   Then  what 
are  Agreements  needed  for? 

Answer 

The  Agreements  encompass  substantially  more  than  the 
undertaking  of  the  individual  site  preservation  projects 
which  the  Commission  has  undertaken  or  facilitated  -  all  with 
private  donated  funds.   The  major  problems  which  need  to  be 
addressed  for  the  many  hundreds  of  cemeteries  and  religious 
buildings  relate  to  the  protection  from  vandalism,  and  the 
assurance  of  appropriate  and  dignified  use  of  those 
properties.   These  issues  can  only  be  adequately  addressed 
with  the  cooperation,  participation  and  authority  of  the 
governments  of  the  countries  where  the  sites  are  located. 

In  addition,  the  Agreement  requires  that  each  Party  to  it  will 
ensure  that  there  is  no  discrimination,  in  form  or  in  fact, 
against  the  cultural  heritage  of  any  groups  or  against  the 
nationals  of  the  other  Party  in  the  scope  and  application  of 
its  laws  and  regulations  concerning;  the  protection  and 
preservation  of  their  cultural  heritage;  the  right  to 
contribute  to  the  protection  and  preservation  of  their 
cultural  heritage;  and  public  access  thereto. 

The  strength  and  value  of  the  Agreement  is  that  it 
commits  both  parties  to  take  appropriate  steps  to  protect 
and  preserve  the  shared  cultural  heritage  of  significance  to 
both  their  citizens  and  ours. 

2.  How  is  it  determined  how  much  the  U.S.  will  contribute  and  how 
much  the  foreign  government  will  contribute  to  preservation  and 
restoration  projects? 
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Answer 

The  Agreements  facilitate  protection  of  cultural  sites  through 
several  means,  a  substantial  part  of  which  do  not  require  large 
sums  of  money.   Further,  each  government  which  is  a  party  to 
the  Agreement  will  pay  for  its  own  administrative  costs. 

Each  Agreement  recognizes  that  resources  committed  by  either 
side  will  be  subject  to  the  availability  of  funds.   On  the 
U.S.  side,  such  funds  must  come  from  private  sector  donations. 
The  amount  contributed  by  our  partners  to  the  Agreement  would 
vary  depending  on  their  individual  means  and  their  programs 
and  funding  budgets  for  cultural  preservation.   Within  these 
broad  constraints,  the  two  sides  will  jointly  set  the  goals  and 
priorities  for  which  projects  will  be  funded  and  how  much  will 
be  contributed  by  each  party  to  the  Agreement. 

Donations 

The  Commission  anticipated  receiving  $75,000  in  donations  in  FY 
1993.   How  much  did  you  actually  receive?  How  much  do  you 
anticipate  receiving  in  FY  1994  and  FY  1995? 

Does  the  Commission  itself  try  to  raise  funds  or  do  the 
Associates  of  the  Commission  raise  funds  on  behalf  of  the 
Commission?   If  the  Commission  tries  to  raise  its  own  funds, 
how  much  of  your  appropriated  funds  are  used  for  fundraising? 

Answer 

1.  The  Commission  received  a  total  of  $15,000  in  gifts  in  FY 
1993.  An  additional  $3  0,000  was  donated  as  cost  sharing  by 
the  Commission's  contractor,  the  World  Monuments  Fund,  for 
completion  of  the  survey  of  Poland.   In  FY  1994,  through 
March  1,  1994  the  Commission  has  received  $2,000  and  the 
Associates  $4,000,  the  later  being  earmarked  for  Commission 
projects.  There  are  an  additional  $11,000  in  pledges  to  the 
Commission  as  of  March  1,  1994,  and  $4,000  in  pledges  to  the 
Associates  as  of  that  date.  Also,  the  foundation  which  has 
supported  the  cost  sharing  funds  of  our  contractor  at  the 
rate  of  $30,000  per  year  is  expected  to  continue  this  level 
of  support  for  the  upcoming  survey  of  Ukraine.   Therefore, 
the  Commission  expects  to  meet  or  exceed  what  was  raised  in 
FY  1993  in  both  FY  1994  and  FY  1995. 

2.  The  Commission,  through  the  Commissioners  and  staff,  raises 
funds;  as  does  the  Associates  through  its  members.   In  FY 
1993  the  Commission  used  part  of  its  printing  budget 
(approximately  $5,000)  to  print  a  brochure  on  the 
Commission's  activities,  including  information  on  how  to 
donate  funds.   This  brochure  was  needed,  in  any  event,  to 
handle  requests  for  information.   About  $300  was  used  in 
postage  to  distribute  these  brochures  to  potential  donors. 
The  Commission  has  enough  brochures  left  to  handle  its  needs 
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for  the  next  two  years,  and  does  not  anticipate  spending  any 
additional  appropriated  funds  for  fundraising. 

Meetings 

1.  The  Commission  was  only  able  to  hold  three  meetings  in  FY  1992, 
without  any  major  adverse  impacts.   Has  the  Commission 
considered  requesting  a  reduction  in  the  number  of 
legislatively  mandated  meetings? 

2.  How  many  meetings  were  held  in  FY  1993?  how  much  was  spent  on 
these  meetings?  How  much  do  you  anticipate  spending  in  FY  1994 
and  FY  1995? 

Answer 

1.  The  Commission  has  not  considered  requesting  a  reduction  in 
the  number  of  legislatively  mandated  meetings.   The 
Commissioners  would  like  to  have  the  flexibility  to  meet  as 
required  for  the  best  interest  of  good  management  of  the 
Commission's  program,  and  in  accordance  with  the  best  use  of 
the  funds  available.   However,  as  the  amount  of  the 
Commission's  responsibilities  grow,  it  may  be  necessary 

to  have  as  many  as  four  meetings  in  the  foreseeable  future. 

2.  The  Commission  held  three  meetings  in  FY  1993.  The  costs  of 
holding  these  meetings  was  $8,500.  The  Commission  expects 
to  spend  about  the  same  amount  in  FY  1994  and  FY  1995. 

State  Department 

1.   What  role  does  the  State  Department  play  in  the  Commission's 
activities?   Is  State's  assistance  legislatively  mandated? 

Answer; 

The  Commission's  legislation  provides  for  Department  of  State 
assistance  in  carrying  out  mandated  duties. 

The  Department  of  State  provides  overall  foreign  policy 
guidance  for  the  Commission's  activities.   In  this  connection, 
they  grant  authority  to  negotiate  (Circular  175  authority)  for 
each  country  before  the  Commission  can  initiate  official 
negotiations. 

The  Department  facilitates  overseas  communications  with  foreign 
officials  during  negotiations.   They  arrange  for  and,  as 
needed,  attend  meetings  between  the  Chairman  or  other 
designated  Commissioners  and  key  foreign  officials.   As 
requested,  they  provide  information  on  a  number  of  matters 
useful  to  the  negotiating  process. 
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Responses  to  proposals  by  negotiating  partners  raised  during 
the  course  of  negotiations  are  coordinated  with  Department 
of  State  officers.   Proposed  texts  are  reviewed  by  the 
Department  prior  to  the  conclusion  of  an  Agreement. 

The  Department  of  State  has  demonstrated  its  strong  support  for 
the  work  of  the  Commission  by  signing  the  Commission's 
Agreements  on  behalf  of  the  United  States  at  the  highest 
levels.   The  Commission's  most  recent  Agreement,  that  with 
Ukraine,  will  be  signed  by  the  Secretary  of  State. 


Tuesday,  March  1,  1994. 
STATE  JUSTICE  INSTITUTE 

WITNESSES 

MALCOLM  M.  LUCAS,  CHAIRMAN,  BOARD  OF  DIRECTORS,  STATE  JUS- 
TICE INSTITUTE 
DAVTO  I.  TEVELIN,  EXECUTIVE  DEFECTOR,  STATE  JUSTICE  INSTITUTE 

Mr.  MORAN  [presiding].  Now  the  Committee  will  take  up  the 
State  Justice  Institute.  The  Institute  is  requesting  $15  million, 
which  is  an  increase  of  $1,450,000  above  the  $13.55  million  that 
was  appropriated  last  year. 

We  have  the  Chairman  of  the  Institute's  Board  of  Directors,  the 
Honorable  Malcolm  Lucas,  Chief  Justice  of  the  Supreme  Court  of 
California. 

We  will  insert  the  budget  justifications  at  this  point  into  the 
record  and  look  forward  to  hearing  from  Chief  Justice  Lucas. 

[The  justifications  follow:] 
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January  31,  1994 


Honorable  Neal  Smith 

Chairman 

Subcommittee  on  the  Departments  of 

Commerce,  Justice,  and  State, 

the  Judiciary,  and  Related  Agencies 
Committee  on  Appropriations 
United  States  House  of  Representatives 
Washington  D.C.  20515 

Dear  Mr.  Chairman: 

Please  find  attached  for  your  consideration  the 
formal  budget  request  of  the  State  Justice  Institute 
for  Fiscal  Year  1995. 

On  behalf  of  the  Board  of  Directors,  I  would  like 
to  thank  you  and  the  members  of  the  Subcommittee  for 
your  continuing  support  of  the  Institute.   For  Fiscal 
Year  1995,  the  Board  of  Directors  respectfully  requests 
resources  totalling  $15,000,000,  which  is  $10,000,000 
below  the  level  for  which  SJI  is  authorized  by 
Congress . 

The  Board  of  Directors  has  limited  its  request  to 
this  level  in  recognition  of  the  stringent  demands 
placed  on  Federal  resources.   Although  it  is  clear  to 
the  Board  that  the  full  authorized  amount  could  be 
productively  spent  on  important  innovations  that  would 
enable  the  State  courts  to  increase  both  their 
efficiency  and  the  quality  of  justice,  the  Board  has 
asked  for  funding  only  to  enhance  SJI's  ability  to 
respond  to  those  issues  that  are  the  most  critical  to 
the  nation's  courts  and  the  Congress. 

For  example,  the  102d  Congress  passed  two  bills 
authorizing  SJI  grants  to  combat  family  violence,  "The 
Battered  Woman's  Testimony  Act  of  1992"  (Pub.  L.  102- 
527)  and  the  "Judicial  Training  and  Research  for  Child 
Custody  Litigation  Act"  (Pub.  L.  102-528).   Each  of 
these  Acts  authorized  $600,000  in  Institute  grants; 
however,  no  funds  were  appropriated  to  specifically 
implement  either  Act.   SJI  nevertheless  has  awarded 
grants  to  support  projects  that  meet  the  goals  of  these 
laws. 


I6S0  King  Street.  Suite  600.  Alexandria.  Virginia  22314 
(703)684-6100 
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Congress  is  presently  considering  legislation  that  nay 
authorize  other  SJI  grants.   Pending  crime  bills  seeking  to 
prevent  violence  against  women  would  authorize  another  $600,000 
in  Institute  grants  to  develop  and  test  model  programs  to  be  used 
by  States  in  training  judges  and  court  personnel  to  effectively 
deal  with  cases  involving  rape  and  other  gender-motivated  crimes 
of  violence.   In  sum,  these  enacted  and  potential  measures 
authorize  or  could  authorize  the  award  of  $1,800,000  in 
additional  SJI  grants.   This  request  seeks  only  an  additional 
$959,000,  about  half  of  the  amount  necessary  to  carry  out  the 
purposes  of  these  pieces  of  legislation. 

As  Congress  has  recognized,  continued  funding  for  SJI 
represents  an  important  and  inexpensive  way  to  assure  the 
effectiveness  of  Federal  anti-crime  policies  across  the  country. 
The  pending  anti-crime  legislation  recognizes  that  the  fight 
against  crime  requires  additional  Federal  financial  assistance 
for  State  and  local  police,  prosecutors,  and  corrections  but  it 
does  not  provide  a  proportionate  infusion  of  resources  for  State 
or  local  courts.   It  is  the  State  courts,  however,  that  must 
arraign  the  defendants,  determine  their  eligibility  for  pre- 
trial release,  adjudicate  their  cases,  sentence  them,  monitor 
their  compliance  with  the  sentences  imposed,  and  review  their 
requests  for  relief.   If  the  States  are  to  effectively  discharge 
their  crimef ighting  responsibilities,  the  State  courts  must  also 
be  given  adequate  resources  to  adjudicate  the  coming  wave  of 
criminal  cases  swiftly  and  fairly.   Through  its  modest  assistance 
program,  SJI  serves  to  partially  fill  this  apparent  gap  in  law 
enforcement  assistance  strategy  by  providing  the  State  courts 
with  the  means  to  develop  new  ways  to  handle  their  caseloads  with 
increased  efficiency  and  justice. 

Continued  support  for  SJI  also  enables  Congress  to  exercise 
leadership  in  improving  the  State  courts'  response  to  important 
legal  and  social  issues  such  as  family  violence,  substance  abuse, 
and  the  relationship  between  the  Federal  and  State  governments. 

Family  Violence.  In  1993,  the  Institute  convened  a  National 
Conference  on  Family  Violence  and  the  Courts  which  was  attended 
by  teams  of  judges,  lawyers,  service  providers,  and  others  from 
all  50  States.  At  the  conference,  the  teams  fashioned  plans  to 
meet  the  challenges  of  domestic  violence  cases  in  their  home 
jurisdictions.  Seventeen  States  have  since  requested  SJI  funds 
to  begin  implementing  those  plans. 

Substance  Abuse.   To  cope  with  their  staggering  drug 
caseloads,  the  State  courts  need  more  judges,  more  probation 
officers,  more  sentencing  alternatives,  and  more  treatment 
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programs.   Although  SJI  cannot  provide  the  tremendous  amount  of 
funds  needed  to  support  these  new  personnel  and  programs,  it  has 
supported  tests  of  innovative  ways  to  manage  drug  cases;  helped 
judges,  criminal  justice  officials,  treatment  providers,  and 
members  of  the  community  work  together  to  develop  integrated 
responses  to  the  drug  crisis;  educated  judges  and  court  staff 
about  drug  addiction  and  treatment;  disseminated  information 
about  successful  approaches  to  courts  around  the  country;  and 
drawn  the  attention  of  Federal  and  State  agencies  to  the  critical 
needs  of  the  courts. 

State-Federal  Judicial  Relationship.   SJI  has  been  the  sole 
source  of  funding  for  some  of  the  most  important  efforts  to 
improve  the  way  the  Federal  and  State  judicial  systems  work  with 
each  other  in  critically  important  areas  such  as  the  disposition 
of  asbestos  and  other  mass  tort  litigation,  and  habeas  corpus 
review.   A  growing  number  of  joint  judicial  education  programs 
has  been  developed,  the  most  significant  of  which  was  the  first 
meeting  of  the  Chief  Justices  of  every  State  with  the  Chief 
Judges  of  every  Federal  Circuit  (and  other  State  and  Federal 
judges)  at  a  National  Conference  on  Improving  the  State-Federal 
Judicial  Relationship  in  the  spring  of  1992.   SJI  has  awarded 
grants  to  convene  similar  regional  conferences  in  the  Fourth  and 
Ninth  circuits. 

In  addition,  SJI  and  the  Federal  Judicial  Center  are  co- 
sponsoring  a  groundbreaking  National  Conference  on  Mass  Tort 
Litigation  to  be  held  November  1994.   This  conference  will  enable 
State  and  Federal  judges  to  learn  effective  case  management  and 
disposition  techniques  from  each  other  and  identify  the  areas 
where  further  research,  experimentation,  and  legislation  might 
resolve  these  extremely  complex  cases  more  quickly  and  more 
justly. 

These  are  but  a  few  examples  of  how  SJI  serves  the  strong 
Federal  interest  in  supporting  a  just,  effective,  and  innovative 
system  of  State  courts.   Although,  on  rare  occasion,  Congress 
restricts  statutory  causes  of  action  to  the  Federal  courts,  most 
actionable  Federal  statutes  are  triable  in  State  court  as  well  as 
in  Federal  court.   During  the  past  decade,  there  has  been  a 
particularly  significant  increase  in  State  court  litigation 
involving  individual  constitutional  rights,  as  plaintiffs  and  the 
bar  have  come  to  see  the  State  judiciaries  as  being  more 
protective  of  those  rights  than  the  Federal  courts.   State  courts 
routinely  interpret  both  Federal  and  State  constitutional 
provisions  affecting  the  most  important  and  most  far-reaching 
legal  and  social  issues.   The  Federal  government,  accordingly, 
has  both  a  strong  legal  and  policy  interest  in  assuring  the 
vitality  of  the  State  judiciaries.   Moreover,  the  vast  majority 
of  the  litigation  in  this  country  is  filed  in  the  State  courts, 
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Including  substance  abuse  and  violent  crime  prosecutions,  family 
violence  cases,  and  mass  tort  actions.   Without  strong  and 
efficient  State  court  systems,  the  Federal  courts  would  be 
swamped  as  concurrent  Federal  jurisdiction  is  expanded. 

Finally,  it  is  important  to  note  that  although  SJI's  mission 
appears  to  overlap,  in  part,  the  missions  of  other  Federal 
agencies,  only  SJI  is  focused  on  the  needs  of  the  nation's  courts 
and  only  SJI  can  reach  those  courts  effectively.   There  are  also 
subtle  but  potent  barriers  to  judges  requesting  and  receiving 
grant  funds  from  executive  branch  agencies,  especially  the 
Justice  Department,  the  nation's  prosecutor.   As  Congress 
recognized  in  establishing  the  Institute,  these  barriers  include 
constitutional,  ethical,  and  political  obstacles  that  do  not 
exist  when  the  funding  is  requested  and  provided  by  a  non-profit 
organization  such  as  SJI. 

In  light  of  the  above,  and  the  materials  included  in  the 
attached  budget  submission,  the  Board  of  Directors  respectfully 
asks  that  the  Subcommittee  favorably  consider  the  Institute's 
Fiscal  Year  1995  budget  request. 

I  look  forward  to  renewing  our  acquaintance  in  March,  and 
would  be  happy  to  provide  any  additional  information  the 
Subcommittee  desires.   We  appreciate  your  consideration  of  this 
request. 


Sincerely, 


Malcolm 
Chairman 


Ml    Ilucas 


Attachment 

cc:      Board  of  Directors 
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CONTINUATION  OF  SJI  PROGRAMS 

Judge  Lucas.  Thank  you,  Mr.  Chairman.  I  know  that  almost  ev- 
eryone that  appears  before  you  says  that  they  are  very  pleased  to 
be  appearing  before  the  Subcommittee. 

Mr.  Moran.  It  would  probably  be  impolitic  to  say  that  they  really 
wished  they  didn't  have  to  appear  before  us,  and  they  didn't  really 
like  us  much. 

Judge  Lucas.  Well,  I  want  to  say  that,  given  OMB's  intention  to 
terminate  the  Institute's  operations  last  year — terminate  them 
completely  and  then  to  seek  a  rescission  of  our  funds  once  they 
were  appropriated  and  finally  to  phase  us  out  this  year — I  would 
say  that  I  am  not  pleased  to  be  here;  I  am  delighted  to  be  here. 

Mr.  Moran.  Well,  let  me  just  put  in  the  record  here,  we  couldn't 
have  saved  it  had  it  not  been  for  the  help  of  the  Chairman  of  the 
Subcommittee,  Mr.  Smith.  So  I,  obviously,  am  pleased  that  it  was 
saved  since  it  is  located  within  my  district,  but  that  had  nothing 
to  do  with  my  strong  advocacy  for  the  State  Justice  Institute.  It  is 
because  of  the  substantive  work  that  you  do. 

I  am  very  pleased  that  you  are  able  to  continue  and  that  the 
Congress  saw  fit  to  sustain  it,  because  you  do  good  work.  But  now 
let's  hear  specifically  what  kind  of  good  work  you  have  been  doing 
and  plan  to  do  in  the  next  year. 

GENERAL  STATEMENT 

Judge  LUCAS.  Thank  you.  I  would  like  to  submit  my  formal  re- 
marks for  the  record  at  this  time,  and  in  my  oral  remarks  I  would 
like  very  briefly  to  bring  the  Subcommittee  up  to  date  on  some  of 
the  most  important  events  we  are  planning  for  the  balance  of  fiscal 
year  1994  and  fiscal  year  1995. 

First,  I  would  like  to  emphasize  that  the  Institute  is  limiting  its 
request  to  only  60  percent  of  its  authorized  funding  level.  We  are 
requesting  a  slight  increase  over  the  $13.55  million  that  SJI  has 
received  in  each  of  the  last  three  fiscal  years.  We  are  asking  that 
slight  increase  only  to  help  the  Institute  implement  two  recent 
laws — and  two  pending  crime  bills — which  authorize  it  to  award 
grants  in  the  critically  important  areas  of  family  violence  and  sex- 
ual assault.  We  are  requesting  only  a  current  services  level  in  our 
administration  account. 

There  is  a  compelling  need  for  SJI  assistance  to  the  State  courts 
in  a  large  number  of  areas,  but  perhaps  the  most  important  of  all 
of  them  is  the  need  for  a  better  way  to  respond  to  the  tremendous 
surge  of  family  violence  cases  besieging  the  courts. 

Exactly  one  year  ago,  the  Institute  convened  the  first-ever  Na- 
tional Conference  on  Family  Violence  and  the  Courts,  which  was 
attended  by  teams  of  judges  and  other  officials  from  all  50  States. 

This  year,  SJI  established  a  special  funding  cycle  for  proposals 
to  implement  the  State  plans  developed  at  this  conference.  Seven- 
teen states  thus  far  have  submitted  proposals.  The  Board  of  Direc- 
tors has  already  approved  grants  to  Maryland  and  West  Virginia 
and  will  be  considering  applications  from  Iowa,  Colorado  and  nine 
other  states  at  its  meeting  next  week. 

In  addition,  SJI  has  awarded  grants  to  implement  two  laws  to 
combat  family  violence  that  Congress  passed  in  late  1992.  Although 
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no  funds  were  appropriated  to  implement  either  act,  the  Institute 
recognized  their  importance  and  awarded  several  grants  that  begin 
to  carry  out  their  purposes  including  one  to  develop  a  resource 
manual  for  judges  on  the  admissibility  of  expert  testimony  about 
the  experiences  of  a  battered  woman,  and  another  to  develop  a  na- 
tional training  curriculum  and  manual  for  judges  hearing  child  cus- 
tody cases  where  abuse  by  a  parent  is  alleged. 

SJI  also  continues  to  be  responsive  to  the  Nation's  drug  crisis.  In 
fact,  much  of  what  the  Institute  is  supporting  is  quite  consistent 
with  the  Administration's  recently  published  national  drug  strat- 
egy, which  emphasizes  the  importance  of  treatment  and  education. 
For  example,  working  closely  with  the  HHS  Center  for  Substance 
Abuse  Treatment,  SJI  is  helping  to  develop  a  comprehensive  "drug 
court"  approach  in  Little  Rock,  Arkansas. 

We  also  commissioned  the  first  independent  evaluation  of  the 
drug  court  that  the  Attorney  General,  Janet  Reno,  started  or 
helped  start  in  Miami  some  years  ago. 

Before  I  take  any  questions — and  I  am  happy  to  take  those  ques- 
tions— I  would  also  like  to  highlight  a  critically  important  national 
conference  on  mass  tort  litigation  that  SJI  will  be  supporting  later 
this  year  in  collaboration  with  the  Federal  Judicial  Center.  This 
conference  will  bring  together  hundreds  of  State  and  Federal 
judges,  attorneys  and  representatives  of  business  and  public  inter- 
est groups  in  order  to  better  prepare  judges  assigned  these  complex 
cases  in  the  future,  foster  greater  communication  and  cooperation 
between  the  State  and  Federal  judiciaries,  and  identify  promising 
directions  for  both  Federal  and  State  legislation. 

These  mass  tort  cases,  of  course,  are  coming  in  waves.  Asbestos 
was  one.  We  now  have  the  silicone  breast  implant  cases.  We  are 
probably  going  to  have  the  energy  cases — presumptively  negative 
energy  coming  from  huge  power  lines.  And  that  will  be  the  next 
wave  of  the  future  in  mass  tort  litigation. 

We  are  supporting  the  continuing  meetings  of  the  State  and  Fed- 
eral judges  who  are  handling  the  bulk  of  the  asbestos  litigation  in 
the  United  States,  and,  as  I  said,  the  silicone  breast  implant  litiga- 
tion filed  in  the  State  and  Federal  courts. 

I  think  the  subcommittee  would  be  happy  to  learn  that,  at  no 
cost  to  the  taxpayers,  SJI  has  facilitated  a  working  agreement  be- 
tween one  of  our  grantees,  Michigan  State  University,  and  the  Fed- 
eral Judicial  Center  to  exchange  judicial  education  materials  be- 
tween the  Federal  and  State  court  system.  This  is  an  innovation 
that  builds  directly  on  our  unique  status  as  a  link  between  the 
State  and  Federal  courts. 

I  hope  these  brief  remarks  persuade  you  that  SJI  has  an  impor- 
tant mission,  that  it  is  performing  it  well  and  that  you  are  doing 
the  right  thing  by  keeping  us  alive. 

Thank  you  again  for  your  continuing  strong  support.  I  would  be 
happy  to  answer  any  questions. 

[The  prepared  statement  of  Chairman  Lucas  follows:] 


622 


State  Justice  Institute 


Chairman 

MALCOLM  M  LLC  AS 

Oh*f  KiUKt 

Supreme  Cour  of  California 

San  Fnncitro-  California 

HffCWnM 

JOHN  F  DAFFRON  JR 

JtfdfC 

Twelf*  Judical  Grata: 
Chesterfield  Vwfinia 

Sfcrian 

JANICE  CRAimOHL 

Judge 

Lincoln.  Nebraia 

EtecMtni  Ccmumtt  kttmbrr 
TERRtNCE  B  AOAMSON 

Kmjz  Scholo  Herman 

H.r.AH^Do  TESTIMONY   OF   THE  HON.    MALCOLM  M.    LUCAS 

Wiitincuav  DC 

cMu.FBiA>cMi  CHAIRMAN,    BOARD   OF   DIRECTORS 

"T™"0'""  STATE   JUSTICE    INSTITUTE 

laatUa 
DAVID  A  BROCK 

^rc^-N-H^h.-  Before  the  U.S.    House  of  Representatives 

concert. no. H«npv,,re  Committee  on  Appropriations 

iamesduk£ Cameron  Subcommi ttee  on  Commerce,    Justice,    State, 

Bo»nrn. F.»ta.n* * Fncdmu.  the  Judiciary  and  Related  Agencies 

Phoenii.  Anmu 
VIVI  L  DU.»'EC 

E.f  mi>  >»>cui  cm  March   1,    1994 

Gran  Biy  Wacomai 

CARLOS  «.  GARZA 

AAmnwm*  Mtc  (Ret  I 
Vraia.  Vinjaa 

KEITH  McNAMARA 
McNanan  *  McKamon 
Colonial.  OBra 

SANDRA  A  O'CONNOR 
Suan  MMq 

of  tattmnoK  CaWf 
To. 


DAVB>  I  TEVQJN 
Eucolm  Dooaor 


«  CHARD  VAN  DUIZEND 
D-Wl 


I6S0  Kjng  Street.  Suite  600.  Alexandria.  Virginia  22314 
(703)684-6100 


623 


Good  afternoon,  Mr.  Chairman.   I  know  most  witnesses 
probably  tell  you  that  they  are  pleased  to  appear  before  the 
Subcommittee  but,  given  OMB 's  intention  to  terminate  the 
Institute's  operations  last  year,  and  then  to  seek  a  rescission 
of  our  funds  once  they  were  appropriated,  please  understand  that 
I  am  particularly  sincere  when  I  tell  you  that  I  am  delighted  to 
be  with  you  today. 

The  Board  of  Directors  of  the  Institute  is,  of  course,  very 
aware  that  if  it  were  not  for  the  steadfast  support  of  this 
Subcommittee  and  your  personal  commitment  to  the  Institute,  Mr. 
Chairman,  we  would  not  be  here  today.   We  thank  you  very  much  for 
keeping  SJI  alive  and  giving  us  the  opportunity  to  continue 
improving  the  nation's  system  of  justice. 

In  my  testimony,  I  would  like  to  present  a  justification  for 
our  FY  1995  appropriation  request,  and  bring  the  Subcommittee  up 
to  date  on  our  recent  activities  and  our  plans  for  the  balance  of 
FY  1994. 

For  Fiscal  Year  1995,  the  State  Justice  Institute  is 
requesting  a  total  of  $15,000,000,  25  permanent  positions,  and  25 
workyears.   This  request  includes  a  program  enhancement  of 
$959,000  and  an  uncontrollable  increase  of  $491,000  to  compensate 
for  the  effects  of  inflation,  for  a  total  increase  of  $1,450,000. 
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SJI's  authorized  appropriation  level  for  FY  1995  is  $25 
million,  $5  million  higher  than  the  level  authorized  in  FY  1993 
and  1994.   In  each  of  those  years,  the  Institute  asked  Congress 
for  the  full  $20  million  authorized  in  order  to  help  the  State 
courts  cope  with  a  tremendous  surge  of  drug  and  family  violence 
cases,  and  to  address  important  issues  affecting  both  the  State 
and  Federal  judiciaries.   Although  these  problems  still  persist, 
the  Institute's  Board  of  Directors  recognizes  the  need  for  fiscal 
restraint  in  this  era  of  declining  Federal  resources. 

Accordingly,  the  Institute  is  limiting  its  request  to  only 
60%  of  the  amount  it  is  authorized  to  request.   The  slight 
increase  over  the  $13.55  million  SJI  has  received  in  each  of  the 
last  three  fiscal  years  is  needed  to  help  the  Institute  implement 
two  recent  laws  (and  two  pending  crime  bills)  which  authorize  it 
to  support  judicial  education  and  research  in  critically 
important  areas  of  family  violence  and  sexual  assault. 

GENERAL  ADMINISTRATION 

Appropriations  Request.   For  FY  1994,  this  Subcommittee  and 
the  Congress  approved  25  positions  and  25  FTE  workyears  for  the 
Institute.   The  Institute  requests  only  inflationary  adjustments 
totalling  $95,000  to  maintain  a  current  services  level  for 
General  Administration  in  FY  1995. 
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The  Institute  will  conduct  its  grant  program  without  adding 
staff  or  new  administrative  resources.   The  requested  level  of 
$2,328,000  would  enable  the  Institute  to  continue  its  base- 
replacement  upgrade  of  its  automated  capabilities  in  order  to 
achieve  greater  efficiencies.   In  a  recent  management  review  of 
the  Institute,  KPMG  Peat  Marwick  recommended  that  the  Institute 
set  a  goal  for  one-time  data  entry  into  a  "seamless  information 
tracking  and  management  system"  incorporating  concept  paper  and 
application  tracking,  program  reporting,  financial  reporting,  and 
on-line  accessibility  to  all  staff  via  the  Institute's  local  area 
network.   The  base-replacement  efforts  include  software  upgrades 
to  fulfill  this  recommendation. 

No-Year  Funding  Authority.   I  would  also  like  to  note  that 
our  ability  to  maintain  an  orderly  funding  schedule  that  permits 
full  deliberation  of  proposals  is  possible  only  by  virtue  of  a 
provision  in  our  appropriations  legislation  that  assures  that  our 
funds  will  continue  to  be  available  until  expended,  without 
regard  to  the  expiration  of  the  fiscal  year  for  which  they  were 
appropriated.  This  provision  is  essential  to  our  ability  to 
administer  an  orderly,  responsible,  and  fair  grant  program 
without  unnecessary  speed  or  risk  of  waste.   We  thank  you  for 
your  great  contribution  to  this  process  and  hope  that  such  a 
provision  can  be  included  in  this  year's  appropriation 
legislation  as  well. 
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Representation  Expenses.   For  the  last  three  fiscal  years, 
this  committee  and  the  Congress  authorized  SJI  to  expend  $2,500 
from  its  appropriation  for  official  reception  and  representation 
purposes.   For  FY  1995,  the  Institute  seeks  to  retain  the  $2,500 
authorization  for  these  purposes.   These  funds  allow  the 
Institute  to  participate  in  functions  in  which  members  of  the 
judicial  community  are  invited  to  meet  with  the  Board  for 
information  exchange  and  education  purposes.   At  our  1993  meeting 
in  Blaine,  Washington,  for  example,  the  Board  sponsored  a  joint 
meeting  with  the  Board  of  Directors  of  the  National  Center  for 
State  Courts,  which  includes  the  leadership  of  the  Conference  of 
Chief  Justices  and  the  Conference  of  State  Court  Administrators. 
Similar  meetings  were  held  last  year  with  judicial  and  bar 
leaders  in  South  Carolina  and  Louisiana.   Although  informal  in 
nature,  these  events  enable  the  members  of  the  Board  to  learn 
first-hand  about  the  issues  confronting  the  State  courts. 

Annual  Audit.   The  Institute  is,  by  statute,  subject  to  an 
annual  fiscal  audit  by  a  certified  public  accountant.   42  U.S.C. 
10711  (a).   The  Board  secured  the  services  of  KPMG  Peat  Marwick 
to  perform  the  audit  for  FY  1993.   A  copy  of  the  final  audit 
report  will  be  delivered  to  the  Subcommittee  later  this  month. 

GRANT  PROGRAM 

Appropriations  Request.   The  Institute  is  requesting 
$959,000  to  increase  its  program  budget  to  $12,672,000  which, 
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when  combined  with  the  $2,328,000  for  general  administration, 
brings  our  total  request  to  $15,000,000,  $10,000,000  less  than 
the  amount  of  funding  Congress  authorized  for  FY  1995.   The 
program  increase  carries  with  it  the  potential  to  provide  up  to 
another  $480,000  to  State  and  local  court  systems  due  to  the  50% 
matching  requirements  of  the  authorizing  legislation. 

The  Institute's  principal  funding  cycle  begins  with  the 
submission  of  concept  papers  in  December.   The  FY  1994  concept 
papers  received  by  the  deadline  requested  over  $36,000,000  in 
grant  funds.   Adding  the  funds  that  have  been  or  will  be  sought 
in  two  special  funding  cycles  this  year,  plus  funding  requests 
that  do  not  require  concept  papers  (i.e.,  applications  for 
renewal  grants,  curriculum  adaptation  grants,  technical 
assistance  grants,  and  education  scholarships) ,  the  demand  for 
SJI  assistance  in  FY  1994  should  exceed  $50  million.   The  large 
number  of  requests  is  indicative  of  the  magnitude  of  the  need  for 
innovative  improvement  in  judicial  systems  throughout  the 
country.   The  most  compelling  areas  of  need  requiring  SJI 
assistance  to  State  courts  nationally  are  set  forth  below. 

Family  Violence.   The  courts  play  a  crucial  role  in 
society's  ability  to  prevent  the  devastating  consequences  of 
violence  within  the  home.   All  levels  of  the  State  court  system 
—  criminal,  civil,  family,  and  juvenile  courts  —  are  inundated 
with  family  violence  cases.   The  challenge  to  the  judiciary  is  to 
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treat  victims  fairly,  ensure  due  process  for  those  accused, 
protect  those  family  members  at  risk  of  continuing  and  escalating 
violence,  and  impose  effective  sanctions  on  offenders. 

The  Institute  has  funded  numerous  education,  demonstration, 
and  research  projects  to  help  the  State  courts  improve  their 
handling  of  these  difficult  cases.   They  include  the  following: 

National  Conference  on  Family  Violence  and  the  Courts.   In 
March  1993,  the  Institute  and  the  National  Council  of  Juvenile 
and  Family  Court  Judges  (NCJFCJ)  conducted  a  national  conference 
to  identify  the  most  promising  approaches  for  handling  cases 
involving  intrafamilial  violence  against  children,  partners,  and 
elders,  and  formulate  plans  to  improve  the  manner  in  which  the 
States  process  and  resolve  these  cases.   All  50  States,  the 
District  of  Columbia,  Puerto  Rico,  and  2  territories  sent  teams 
to  the  conference. 

The  Institute  established  a  special  funding  cycle  for 
concept  papers  proposing  to  implement  the  State  plans  developed 
at  the  conference.   Seventeen  States  submitted  proposals;  at  its 
November  1993  meeting,  the  Board  of  Directors  approved  immediate 
grants  to  2  of  them  (Maryland  and  West  Virginia) ,  invited 
applications  from  11  others  (California,  Colorado,  the  District 
of  Columbia,  Idaho,  Illinois,  Iowa,  Oregon,  Tennessee,  Vermont, 
Washington,  and  Wisconsin) ,  and  asked  for  revised  proposals  from 
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another  3  (Nevada,  New  Hampshire,  and  Texas) .   The  Board  also 
approved  a  $186,565  grant  to  NCJFCJ  to  provide  technical 
assistance  and  training  to  State  and  local  jurisdictions  seeking 
to  improve  their  post-conference  responses  to  family  violence. 

In  late  1992,  Congress  passed  two  new  pieces  of  legislation 
authorizing  SJI  grants  to  combat  family  violence.   Although  no 
funds  were  appropriated  to  implement  either  Act,  the  Institute 
awarded  several  grants  to  carry  out  the  purposes  of  the 
legislation. 

"The  Battered  Women's  Testimony  Act  of  1992"  (Pub.  L.  102- 
527)  authorized  a  $600,000  appropriation  for  SJI  to,  among  other 
things,  collect  information  on  the  admissibility  and  quality  of 
expert  testimony  about  the  experiences  of  battered  women.   Last 
November,  the  Institute  approved  a  $113,552  grant  to  the  Women 
Judges'  Fund  for  Justice  to  develop,  in  collaboration  with  the 
National  Clearinghouse  for  the  Defense  of  Battered  Women,  a 
resource  manual  for  judges  on  this  topic. 

The  "Judicial  Training  and  Research  for  Child  Custody 
Litigation  Act"  (Pub.  L.  102-528)  authorized  another  $600,000 
appropriation  to  SJI  to  support  projects  to  carry  out  research 
regarding  State  judicial  decisions  relating  to  child  custody 
litigation  involving  domestic  violence,  and  develop  training 
materials  to  help  State  courts  develop  appropriate  responses  to 
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child  custody  litigation  involving  domestic  violence.   In  1993, 
the  Institute  awarded  a  $160,000  grant  to  the  San  Francisco- 
based  Family  Violence  Prevention  Fund  to  develop  a  national 
training  curriculum  and  resource  manual  for  judges  hearing  child 
custody  cases  where  abuse  of  a  parent  is  alleged.   The  Institute 
also  awarded  a  $150,762  grant  to  the  National  Judicial  Education 
Program  to  Promote  Equality  for  Men  and  Women  to  develop  a  model 
curriculum  on  adjudicating  allegations  of  child  sexual  abuse  when 
custody  is  in  dispute. 

Several  pieces  of  pending  anti-crime  legislation  would  also 
authorize  another  $600,000  appropriation  to  educate  judges  about 
other  issues  related  to  violence  against  women. 

Substance  Abuse.   Each  year  since  FY  1990,  the  House  and 
Senate  Appropriations  Committees  have  asked  SJI  to  help  State 
courts  cope  with  the  overwhelming  burden  of  their  drug  caseloads. 
In  FY  1994,  for  example,  the  House  Appropriations  Committee 
Report  on  the  Commerce,  Justice,  State  appropriations  bill  stated 
that  "The  Committee  expects  the  Board  of  Directors  of  the 
Institute  in  establishing  its  objectives  and  priorities  for  grant 
awards  to  continue  to  consider  the  importance  of  innovative 
methods  of  addressing  the  burden  of  drug-related  cases  in  State 
and  local  courts  .  .  .  ."   H.  Rep.  103-157,  at  35.   The  Senate 
Appropriations  Committee  Report  noted  that  "SJI -supported 
innovations  can  help  the  State  courts  deal  with  their  growing 
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drug  caseloads  that  result,  in  large  part,  from  increased  Federal 
assistance  devoted  to  the  arrest  and  prosecution  of  drug 
offenders.   SJI  can  also  help  to  assure  that  State  judges  are 
directing  those  offenders  to  appropriate  treatment  programs 
.  .  .  ."   S.  Rep.  103-105,  at  41-42. 

To  cope  with  their  staggering  drug  caseloads,  the  State 
courts  need  more  judges,  more  probation  officers,  more  sentencing 
alternatives,  and  more  treatment  programs.   Although  SJI  cannot 
provide  the  tremendous  amount  of  funds  needed  to  support  these 
new  personnel  and  programs,  it  can  support  tests  of  innovative 
ways  to  manage  drug  cases;  help  judges,  criminal  justice 
officials,  treatment  providers,  and  members  of  the  community  work 
together  to  develop  integrated  responses  to  the  drug  crisis; 
educate  judges  and  court  staff  about  drug  addiction  and 
treatment;  disseminate  information  about  successful  approaches  to 
courts  around  the  country;  and  draw  the  attention  of  Federal  and 
State  agencies  to  the  critical  needs  of  the  courts. 

SJI  has  provided  swift  and  effective  direct  service  to 
courts  across  the  nation  through  two  drug  case-related  technical 
assistance  projects. 

Courts  Technical  Assistance  Project.   Over  the  past  four 
years,  the  Institute  has  awarded  $650,000  to  American  University 
to  provide  expert  technical  assistance  to  State  courts,  according 
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drug-related  issues  the  highest  priority.   To  date,  on-site 
assistance  has  been  provided  to  46  jurisdictions  under  this 
project,  including  drug  case-related  assistance  in  New  York  City, 
San  Francisco,  Baltimore,  West  Palm  Beach,  Portland  (OR) , 
Tallahassee,  and  the  District  of  Columbia. 

National  Substance  Abuse  Conference  Followup  Technical 
Assistance.   Under  an  interagency  agreement  between  SJI  and  the 
Bureau  of  Justice  Assistance  (BJA) ,  the  National  Center  for  State 
Courts  is  providing  technical  assistance  to  help  State  and  local 
courts  implement  the  substance  abuse  case-related  plans  they 
began  developing  at  the  November  1991  National  Substance  Abuse 
and  the  Courts  Conference.   Working  closely  with  the  Department 
of  Health  and  Human  Services'  Center  for  Substance  Abuse 
Treatment  (CSAT) ,  NCSC  has  provided  particularly  helpful 
assistance  in  developing  a  comprehensive  "drug  court"  approach  in 
Pulaski  County  (Little  Rock),  Arkansas. 

The  Institute  also  coordinates  its  resources  with  Federal 
agencies  in  order  to  draw  additional  funds  to  the  needs  of  the 
courts,  and  to  develop  a  State/Federal  partnership  among  agencies 
with  the  power  to  help  the  justice  system  respond  to  the  drug 
problem.   In  1993,  SJI  took  the  lead  in  convening  an  inter- 
agency working  group  dedicated  to  assisting  the  State  courts  with 
their  drug-related  caseloads.   Officials  from  CSAT,  BJA,  and  the 
National  Institute  of  Justice,  as  well  as  representatives  of  the 
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National  Center  for  State  Courts  and  American  University,  met 
three  times  last  year  to  coordinate  their  programs,  minimize 
duplication  of  effort,  and  initiate  new  joint  ventures.   The 
group  expects  to  continue  its  meetings  through  1994,  and  to 
invite  other  agencies  to  participate,  as  appropriate. 

Other  inter-agency  agreements  are  also  fostering  cooperation 
and  efficiency  in  helping  the  State  courts  respond  to  the  drug 
crisis: 

Substance  Abuse  Treatment  Training.   SJI  and  CSAT  are 
supporting  six  regional  training  programs  for  State  judges  and 
State  legislators  on  alcohol  and  drug  treatment.   CSAT  is 
providing  approximately  $1.1  million  to  support  this  program  over 
a  three-year  period.   Subject  to  the  availability  of 
appropriations,  SJI  will  provide  an  additional  $300,000  over  the 
same  period  to  enhance  and  expand  the  program. 

Intermediate  Sanctions  Project.   For  the  past  four  years, 
SJI  and  the  Department  of  Justice's  National  Institute  of 
Corrections  have  supported  training  and  technical  assistance  to 
teams  of  criminal  justice  officials  from  24  urban,  suburban,  and 
rural  localities  to  help  them  develop  effective  intermediate 
sanctions  in  their  home  jurisdictions.   These  sanctions  range 
from  increased  financial  penalties  such  as  day  fines,  to  home 
detention  and  day  reporting  centers,  to  boot  camps  and  shock 
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incarceration.   Many  of  the  counties  and  cities  participating  in 
the  project  have  targeted  these  sentencing  initiatives 
specifically  on  their  drug  populations.   SJI  expects  to  award  a 
grant  this  year  to  develop  several  education  programs,  including 
a  national  videoconference  and  customized  in-person  and 
videotaped  intermediate  sanction  training  programs  for  judges, 
that  build  on  the  experiences  of  the  jurisdictions  participating 
in  the  program  over  the  past  four  years. 

Relationship  Between  the  State  and  Federal  Courts.   One  of 
the  fundamental  justifications  for  Congress'  enactment  of  the 
State  Justice  Institute  Act  in  1984  was  that  financial  assistance 
provided  by  the  Institute  to  help  State  courts  would  also  benefit 
the  Federal  courts.   In  every  year  of  its  existence,  the 
Institute's  Grant  Guideline  has  included  a  Special  Interest 
funding  category  focused  on  improving  the  relationship  between 
the  State  and  Federal  courts. 

Mass  Torts.   SJI  has  pioneered  new  efforts  to  coordinate  the 
just  and  efficient  disposition  of  mass  tort  litigation  pending  in 
State  and  Federal  courts.   For  the  past  four  years,  SJI  has 
provided  the  funding  that  has  enabled  the  judges  handling  the 
bulk  of  the  asbestos  litigation  in  the  State  courts  to  meet  with 
each  other,  and  with  the  Federal  transferee  judge  handling  the 
Federal  asbestos  cases.   The  Institute  is  also  supporting 
coordination  of  State  and  Federal  breast  implant  litigation  and 
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recently  hosted  a  meeting  of  Federal  and  State  judges  and 
national  counsel  involved  in  those  cases. 

The  Institute  will  be  focusing  even  more  attention  on  mass 
torts  later  this  year  through  support  of  the  National  Conference 
on  Mass  Tort  Litigation  in  Cincinnati  this  November.    This 
conference,  co-sponsored  by  the  Federal  Judicial  Center,  the 
National  Center  for  State  Courts,  and  the  National  Judicial 
College,  will  bring  together  State  and  Federal  judges,  court 
managers,  attorneys,  legal  scholars,  policy  makers,  and 
representatives  of  business  and  public  interest  groups  to 
exchange  ideas  and  information  on  the  fair,  efficient,  and 
effective  management  of  pending  and  looming  mass  tort  litigation. 
The  conference  should  better  prepare  judges  and  courts  handling 
future  mass  tort  litigation,  foster  greater  cooperation  between 
the  State  and  Federal  judiciaries,  and  identify  promising 
directions  for  Federal  and  State  legislation. 

Circuit  Conferences  on  the  State-Federal  Judicial 
Relationship.   One  of  the  most  important  projects  that  SJI  has 
funded  was  the  April  1992  National  Conference  on  Improving  the 
State-Federal  Judicial  Relationship  that  was  co-sponsored  by  the 
Federal  Judicial  Center  and  the  National  Center  for  State  Courts. 
The  conference  brought  together  the  leadership  of  the  Federal  and 
State  judicial  systems  in  one  place  for  the  first  time.   In  his 
1993  Report  on  the  State  of  the  Judiciary,  Chief  Justice 
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Rehnquist  hailed  this  conference  as  a  landmark  event  in  American 
judicial  history  and  I  completely  agree  with  him. 

Since  the  conference,  SJI  has  awarded  grants  to  support  two 
regional  conferences  modeled  after  the  national  meeting.   Federal 
and  State  judges  in  the  States  comprising  the  Ninth  Circuit  will 
meet  in  June  1994,  and  Federal  and  State  judges  in  the  Fourth 
Circuit  will  meet  in  November  1994.   These  regional  meetings 
should  increase  cooperation,  efficiency,  and  the  quality  of 
justice  in  both  systems. 

State-Federal  Judicial  Education  Exchange.   In  the  fall  of 
1993,  SJI,  the  Federal  Judicial  Center,  and  Michigan  State 
University  executed  an  agreement  to  exchange  judicial  education 
materials  between  the  Federal  and  State  court  systems.   Under 
SJI  grants,  the  Judicial  Education  Reference,  Information  and 
Technical  Transfer  (JERITT)  project  at  Michigan  State  has  been 
collecting,  cataloguing,  and  disseminating  information  about 
State  judicial  education  programs  to  State  judges  and  judicial 
educators  nationwide.   Because  many  of  the  State  materials  have 
applicability  to  Federal  courts,  and  many  of  the  educational 
materials  produced  by  the  FJC  would  be  of  value  to  State  judges, 
SJI  facilitated  a  Memorandum  of  Understanding  between  JERITT  and 
the  FJC  pursuant  to  which  they  will  exchange  and  disseminate 
selected  materials  on  important  substantive,  procedural,  and 
administrative  topics. 
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Late  last  year,  the  FJC  began  implementing  the  agreement  by 
providing  JERITT  its  publications  on  case  management  techniques, 
court-annexed  arbitration,  settlement  strategies,  judicial 
writing,  jury  usage,  summary  judgment  motions,  and  recurring 
problems  in  criminal  trials,  for  distribution  to  the  State 
judiciaries.   JERITT  has  reciprocated  by  sending  directories  and 
analyses  of  all  State  judicial  education  programs  to  the  FJC  for 
its  review  and  dissemination,  as  appropriate. 

SJI  and  the  FJC  also  work  together  on  an  ongoing  basis  to 
facilitate  the  attendance  of  Federal  and  State  judges  at  each 
other's  judicial  education  programs.   These  joint  ventures  help 
both  systems  cope  with  diminished  funding  and  maximize  the  impact 
of  available  resources. 

Rational  Conferences.   In  October  1993,  SJI  supported  a 
groundbreaking  National  Symposium  on  Court-Connected  Alternative 
Dispute  Resolution  (ADR)  Research.   Conducted  under  a  grant  to 
the  National  Center  for  State  Courts,  the  symposium  drew 
together,  for  the  first  time,  more  than  200  judges,  court 
administrators,  researchers,  and  ADR  professionals  to  examine 
what  is  known  and  not  known  about  ADR's  impact  on  the  courts,  and 
to  establish  priorities  for  future  research  and  experimentation. 

In  addition  to  the  Mass  Tort  Conference  noted  above,  SJI 
will  also  support  the  following  conferences  in  1994  or  early 
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1995: 


National  Confarenoa  on  Improving  Public  Confidence  in  the 
-Justice  Systam.   Under  a  grant  to  the  National  Center  for  State 
Courts  and  the  American  Judicature  Society,  SJI  is  convening  a 
national  videoconference  at  which  judges,  court  managers, 
representatives  of  community  and  public  interest  groups, 
attorneys,  criminal  justice  system  officials,  and  legislative  and 
executive  branch  leaders  will  exchange  information  and  ideas 
about  how  the  courts  can  better  respond  to  the  public's  concept 
of  justice,  increase  the  public's  access  to  the  courts,  and 
enhance  the  public's  knowledge  about  the  courts.   In  order  to 
assure  the  participation  of  the  diverse  groups  that  need  to  be 
represented  at  this  conference,  without  incurring  prohibitive 
travel  costs,  the  conference  will  be  presented  by  satellite  at 
seven  locations  around  the  country. 

National  Conference  on  Funding  the  Courts.   SJI  has  awarded 
a  grant  to  the  National  Center  for  State  Courts,  in  collaboration 
with  the  National  Conference  of  State  Legislatures  and  the 
American  Bar  Association,  to  bring  together  teams  of  judges, 
State  and  local  legislators,  executive  branch  leaders,  court 
managers,  attorneys,  and  legal  and  public  administration  scholars 
to  identify  and  plan  effective  approaches  for  assuring  adequate 
funding  for  State  and  local  court  systems. 
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The  FY  1995  SJI  Grant  Program.   In  addition  to  the  family 
violence,  substance  abuse,  and  State-Federal  priorities  noted 
above,  the  Institute's  other  Fiscal  Year  1995  priorities  will  be 
announced  in  its  annual  Grant  Guideline  to  be  published  in  early 
FY  1995.   These  are  likely  to  include  funding  for  projects  to 
help  implement  the  plans  and  ideas  developed  at  the  conferences 
noted  above. 

Since  its  inception,  the  Institute  has  sought  to  target  its 
funds  at  the  most  important  issues  identified  by  the  State  courts 
themselves.   Each  year's  Grant  Guideline  identifies  the  Board  of 
Directors'  funding  priorities  by  designating  certain  subject 
matter  areas  as  "Special  Interest"  categories.   These  categories 
are  determined  by  examining  concept  paper  and  application  trends 
from  the  previous  year,  comments  on  the  proposed  Grant  Guideline, 
input  provided  by  public  forum  and  conference  participants, 
issues  raised  at  the  meetings  of  national  judicial  and  court 
management  organizations,  and  the  experiences  of  the  Board  and 
staff  over  the  past  year. 

The  Board  adopted  the  following  Special  Interest  categories 
for  FY  1994: 

Family  Violence  and  the  Courts; 

Substance  Abuse; 

The  Relationship  Between  State  and  Federal  Courts; 

Enhancing  Court-Community  Relations; 
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Planning  and  Managing  the  Future  of  the  Courts ; 

Application  of  Technology; 

Education  and  Training  for  Judges  and  Key  Court  Personnel; 

Court  Financing  and  Use  of  Resources; 

Reduction  of  Litigation  Expense  and  Delay; 

Dispute  Resolution  and  the  Courts; 

Facilitating  the  Appropriate  Use  of  Intermediate  Sanctions; 

Assessing  the  Impact  of  Health  Care-Related  Issues  on  the 

State  Courts;  and 

Improving  the  Use  of  Juries. 

ADMIMI8TRATIOM  P08ITIOM 

The  State  Justice  Institute  Act  authorizes  the  Institute  to 
submit  its  budget  request  directly  to  Congress  but  affords  the 
Office  of  Management  and  Budget  (OMB)  the  opportunity  to  submit 
comments  on  the  request  at  the  time  it  is  transmitted  to 
Congress.   42  USC  10704(c)(2).   OMB  has  included  only  $1,250,000 
for  the  Institute  in  the  President's  FY  1995  budget  request,  an 
amount  intended  to  permit  an  orderly  phaseout  of  the  Institute's 
operations. 

The  Administration's  recommendation  does  not  recognize  that 
continued  funding  for  SJI  can  be  an  important,  and  inexpensive, 
way  to  promote  the  effectiveness  of  the  President's  anti-crime 
policies.   The  Administration  clearly  recognizes  that  the  fight 
against  crime  requires  additional  Federal  financial  assistance  to 
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State  and  local  police,  prosecutors,  and  corrections  departments, 

but  it  does  not  seek  to  provide  resources  to  the  State  courts 

commensurate  with  their  important  criminal  justice 
responsibilities. 

It  is  the  State  courts  that  must  arraign  the  defendants, 
determine  their  eligibility  for  pre-trial  release,  adjudicate 
their  cases,  sentence  them,  monitor  their  compliance  with  the 
sentences  imposed,  and  review  their  requests  for  relief.   If  the 
States  are  to  effectively  discharge  their  crimef ighting 
responsibilities,  the  State  courts  must  be  given  adequate 
resources  to  adjudicate  the  coming  wave  of  criminal  cases  swiftly 
and  fairly.   Through  its  modest  assistance  program,  SJI  can 
complement  the  Administration's  law  enforcement  assistance 
strategy  by  providing  the  State  courts  the  means  to  develop  new 
ways  to  handle  their  caseloads  with  increased  efficiency  and 
justice,  and  to  share  that  information  with  State  —  and  Federal 
—  courts  nationwide. 

The  Board  of  Directors  continues  to  believe  that  the 
Institute  has  an  important  Congressional  mandate,  that  it  has 
been  performing  its  mission  well,  and  that  its  activities  warrant 
Administration  support.   We  thank  the  Subcommittee  again  for  its 
understanding  of  the  Institute's  mission  and  its  strong  support 
of  its  activities.   I  would  be  happy  to  answer  any  questions. 
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ADMINISTRATION'S  POSITION 

Mr.  Moran.  Why  do  you  think  the  Administration  wants  to 
phase  you  out? 

Judge  Lucas.  Well,  it  is  interesting  that  this  Administration  and 
the  Bush  Administration  and  the  Reagan  Administration,  in  fact, 
all  administrations  since  our  inception  have  said,  generally,  with 
fulsome  and  effusive  compliments  about  what  a  wonderful  job  SJI 
is  doing,  but  isn't  this  a  State  obligation  or  can't  SJI  go  out  and 
scratch  up  some  money  from  the  States?  And,  therefore,  we  are  not 
going  to  fund  you.  That  is,  basically,  what  we  have  heard. 

And  we  are  doing  a  good  job — that  is  why  we  are  very  beholden 
to  those  that  we  think  have  a  better  and  enlightened  position  about 
the  perils  and  problems  of  the  State  courts  and  who  have  continued 
the  life  of  the  State  Justice  Institute.  I  know  that  50  Chief  Justices 
of  50  States  are  very  grateful  that  there  is  a  State  Justice  Insti- 
tute. 

There  are  tragedies  occurring  in  the  States  now  because  of  lack 
of  funding.  Judicial  education  programs  have  been  the  first  to  fall 
in  State  court  funding.  Well,  these  judges  just  have  to  scratch 
around  for  themselves,  without  this  money  which  is  needed  for — 
whatever  it  is. 

So  we  are  a  unique  link  to  education  and  to  projects  that  will 
bring  innovative,  modern,  and  efficient  change  to  the  State  court 
systems  of  America. 

Mr.  Moran.  If  the  Administration  was  successful  in  phasing  you 
out,  giving  you  $1.25  million,  could  that  even  accomplish  the  termi- 
nation? 
Judge  LUCAS.  I  am  not  sure.  Dave  is  more  familiar  with  that. 
Mr.  Tevelin.  When  we  did  some  internal  planning  last  year, 
faced  with  the  President's  termination  recommendation,  we  actu- 
ally did  come  up  with  a  number  quite  close  to  that  which  would 
permit  us  to  phase  out  the  program  over  a  year  in  an  orderly  way, 
with  the  understanding  that  there  would  probably  be  two  to  three 
years'  worth  of  grants  that  had  already  been  obligated,  still  in  the 
pipeline,  that  would  probably  have  to  be  turned  over  to  another 
agency  to  administer  and  close-out  to  prevent  fraud,  waste  and 
abuse  risks  in  the  program. 

Mr.  Moran.  What  Federal  agencies  would  take  over  your  func- 
tions? 

Mr.  Tevelin.  There  are  no  Federal  agencies  that  really  can  ac- 
complish our  statutory  mission.  There  is  some  overlap  in  the  crimi- 
nal area  with  the  Justice  Department  grant  programs.  There  is 
some  overlap  in  the  family  area  with  HHS.  But  our  mission  is  so 
broad  in  the  civil  area — in  introducing  innovations  in  the  mass  tort 
litigation,  in  the  areas  of  court  technology — that  there  is  no  clean 
fit.  You  would  have  to  amend  other  agencies'  statutes  to  permit 
them  to  do  anything  like  we  do. 

If  we  were  to  phase  out,  we  would  probably  reach  out  to  the  Jus- 
tice Department  and  ask  their  grant  agencies  just  to  audit  the 
records  and  make  sure  that  the  money  was  spent  appropriately,  if 
that  is  the  direction  that  your  question  was  in. 
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GRANT  PROGRAM  ENHANCEMENT  REQUEST 

Mr.  MORAN.  You  wanted  an  extra  $1  million  this  year  for  your 
grant  program.  What  would  you  be  funding  with  that  extra  money? 

Mr.  TEVELIN.  In  late  1992,  Congress  passed  two  laws  with  the 
chief  focus  on  family  violence.  There  are  pending  crime  bills — I 
think  the  SJI  portion  of  those  bills  is  probably  the  least  controver- 
sial aspect  of  the  legislation.  Each  would  authorize  about  $600,000 
in  grants  to  educate  judges  and  court  staff  about  rape  and  sexual 
assault.  That  is  where  the  bulk  of  the  money  would  go,  as  well  as 
helping  to  carry  out  the  implementation  of  those  previously  passed 
laws  for  which  no  funds  were  appropriated. 

Mr.  Moran.  That  is  consistent  with  the  Chief  Justice's  testi- 
mony. 

Mr.  Tevelin.  Yes. 

PENDING  DEMAND  FOR  SJI  ASSISTANCE 

Mr.  MORAN.  How  much  do  you  have  pending  that  has  been  re- 
quested from  potential  grantees? 

Mr.  Tevelin.  We  are  in  the  middle  of  our  fiscal  year  1994  fund- 
ing cycle.  We  have  about  $36  million  in  requests,  and  now  we  also 
have  other  funding  programs  that  are  sort  of  like  rolling  admis- 
sions during  the  year,  and  we  expect  about  another  $15  million  out 
of  those.  So  you  are  talking  about  over  $50  million,  and  we  prob- 
ably have  about  $11  million  available  to  support  those  projects,  so 
we  have  to  be  very,  very  selective. 

Unfortunately,  there  aren't  a  lot  of  other  agencies  to  pick  up  the 
slack.  We  do  have  interagency  agreements  with  numerous  Justice 
Department  agencies,  and  CSAT  at  HHS,  and  the  child  support  en- 
forcement office,  to  try  to  bring  that  money  to  bear  on  the  State 
courts,  but  there  is  not  a  lot  of  it  to  offer. 

FAMILY  VIOLENCE  AND  THE  COURTS 

Mr.  Moran.  Give  us  an  example  of  the  project  that  you  are  prob- 
ably proudest  of  that  you  funded  last  year. 

Mr.  Tevelin.  Gee,  there  are  so  many.  If  I  had  to  pick  one,  I 
think  it  is  the  National  Conference  on  Family  Violence  and  the 
Courts.  We  have  given  Mr.  Osthaus  some  copies  of  a  complemen- 
tary product — "State  of  the  Art  in  Family  Violence  Cases." 

What  we  are  trying  to  do  here  is  galvanize  all  of  those  actors 
that  are  in  the  system  to  help  respond  to  the  family  violence  crisis, 
that  really  don't  talk  to  each  other  or  don't  even  know  of  each  oth- 
er's existence. 

This  National  Conference  on  Family  Violence  and  the  Courts 
brought  together  teams  under  the  leadership  of  the  Chief  Justice 
of  the  State  drawing  on  shelter  providers,  social  service  people, 
batterers  treatment  providers,  DAs,  and  defense  attorneys,  to  say — 
"How  do  we  work  together?  How  do  we  break  down  these  institu- 
tional walls  to  help  these  women  in  crisis  to  make  sure  that  they 
and  their  children  are  safe?" 

It  really  evolved  into  a  judicial-led  movement  to  reach  out  to  dif- 
ferent aspects  of  the  community  and  show  some  leadership,  show 
some  vision,  show  some  innovation.  The  document  you  have  in  your 
hands  is  a  listing  of  about  30  different  programs,  complete  with 
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names  and  phone  numbers,  about  what  other  courts  and  other 
criminal  justice  agencies  have  done  to  respond  to  the  domestic  vio- 
lence crisis.  It  has  led  to  a  total  change  of  mindset  in  the  judiciary. 
It  has  led  to  legislatures  around  the  country  focusing  on  this  prob- 
lem. 

So  that,  I  think,  is  a  prime  example — we  are  still  in  the  midst 
of  seeing  what  that  conference  generates,  but  it  has  tremendous 
momentum.  People  who  are  family  violence  advocates  around  the 
country  who  previously  complained  about  the  insensitivity  of 
judges,  or  the  lack  of  understanding  by  judges,  have  done  a  180  de- 
gree turn.  They  see  the  judges  as  allies.  They  see  the  judges  as  try- 
ing to  do  things  to  help  women  and  still  preserve  due  process  in 
the  system  for  all  of  the  parties. 

Judge  Lucas.  The  conference  was  held  in  San  Francisco,  and  I 
gave  the  keynote  address.  It  was  remarkable  to  see  police  and  pros- 
ecutors and  defense  counsel  getting  together  in  an  area  that,  up 
until  fairly  recently — family  violence  and  battering  and  all  of 
that — was  considered  a  family  problem.  You  take  it  back  and  work 
it  out  in  your  church  or  someplace  else.  Of  course,  many  deaths  ul- 
timately would  occur  from  this  type  of  thing. 

I  think  we  got  a  very  fine  movement  started  to  reanalyze  the  re- 
sponse that  we  are  making  to  family  violence  and  to  give  some  spe- 
cific, concrete  suggestions  in  areas  where  they  can  receive  help.  It 
was  very  well-received. 

POTENTIAL  IMPACT  OF  CRIME  BILL 

Mr.  MORAN.  Very  good.  Well,  I  am  glad  that  you  are  focusing  on 
that.  It  is  clearly  a  priority  of  the  Congress  and  an  appropriate  na- 
tional priority. 

When  the  crime  bill  is  passed,  however,  it  appears  that  you  have 
some  idea  what  is  likely  to  be  included.  How  is  that  going  to  affect 
you  most  dramatically? 

Mr.  Tevelin.  Well,  perhaps  Chief  Justice  Lucas  could  speak  as 
to  how  it  is  going  to  affect  the  State  courts. 

There  is  a  $600,000  grant  program  in  there  that  we  would  look 
forward  to  being  able  to  implement.  It  is  consistent  with  a  lot  of 
what  we  have  done  already,  as  far  as  SJI  is  concerned. 

Judge  Lucas.  It  hasn't  gone  through  yet,  of  course,  but  we  are 
concerned  that  100,000  police  officers  will  be  funded — not  that  they 
are  being  funded — that  is  a  marvelous  thing,  and  every  police  offi- 
cer on  the  street  is  a  very  definite  plus  for  society,  and  then  there 
are  additional  monies  for  the  Federal  prisons. 

The  initiation  of  an  additional  100,000  members  of  the  police 
force  around  the  United  States,  but  without  additional  help  in  any 
way  for  the  court  systems — for  probation,  for  a  variety  of  other 
things — there  may  be  an  overwhelming  of  some  State  courts  that 
are  already  on  the  ragged  edge  of  funding,  who  have  been  asked 
and  forced  to  take  5  percent,  10  percent,  sometimes  15  percent  cuts 
from  their  State  legislatures. 

These  additional  police  will,  of  course,  be  going  out  and  making 
additional  arrests,  as  they  must  and  should,  but  this  is  going  to  re- 
sult in  a  serious  problem,  just  a  physical  mechanism  problem,  to 
handle  this  many.  So  we  wonder  why 

Mr.  Moran.  The  court  system  is  going  to  get  overwhelmed. 
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Judge  Lucas.  Overwhelmed.  It  is  already  pretty  creaky  machin- 
ery. But  with  that  many  additional  police  officers,  we  could  suffer 
some  very  significant  breakdown  in  the  system. 

Mr.  Moran.  But  there  is  supposed  to  be  community  policing. 
They  are  supposed  to  be  preventing  crimes  before  they  occur. 

Judge  LUCAS.  Yes.  You  had  a  comment,  I  think,  on  community 
policing. 

Mr.  Tevelin.  Well,  I  am  just  not  sure  that  many  of  the  commu- 
nities that  they  are  going  to  be  placed  in  are  going  to  expect  them 
to  be  engaged  in  crime  prevention  rather  than  arresting  the  crimi- 
nals that  they  know  are  affecting  them. 

Mr.  Moran.  Well,  fine.  I  am  sold  on  the  importance  of  the  State 
Justice  Institute,  and  we  have  some  excellent  questions  that  have 
been  prepared  by  Staff  Director  John  Osthaus,  so  we  will  submit 
those  for  the  record  and  trust  that  you  will  answer  them  as  well 
as  they  were  prepared. 

Mr.  Moran.  I  think  that  we  can  conclude  the  hearing  at  this 
point. 

Judge  Lucas.  Thank  you,  Mr.  Chairman.  And,  again,  we  would 
hope  to  see  you  Thursday  of  next  week  at  our  SJI  Board  dinner, 
if  your  busy  schedule  allows  it. 

Mr.  Moran.  I  will  enjoy  that.  I  would  hope  that  we  can  do  that. 

Are  you  living  in  California,  Judge  Lucas? 

Judge  Lucas.  Yes.  The  Supreme  Court  is  in  San  Francisco,  and 
I  have  a  home  in  southern  California.  How  I  got  so  lucky  as  to 
come  in  a  snowstorm  today  to  Washington  will  have  to  be  ex- 
plained to  me. 

Mr.  Moran.  It  is  the  only  area  in  which  I  would  question  your 
judgment. 

Judge  Lucas.  I  should  add,  of  course,  that  all  of  the  members  of 
the  Board  of  Directors  of  SJI  received  exactly  that  (indicating  a 
zero  sign  with  the  left  hand  for  the  sake  of  the  reporter)  in  com- 
pensation. 

Mr.  Moran.  Let  the  record  show  that  the  Chief  Justice  and  his 
colleagues  on  the  Board  receive  no  monetary  compensation,  and  we 
know  your  compensation  is  in  knowing  that  you  are  contributing 
to  an  organization  that  does  a  job  well  and  one  that  is  important. 

So,  with  that,  the  Committee  stands  adjourned  until  10  a.m.  to- 
morrow morning. 

[The  following  questions  were  submitted  to  be  answered  for  the 
record:] 


646 


Questions  Submitted  by  Congressman  Moran 

Personnel  and  Administrative  Costs 

QUESTION  1:   The  budget  justifications  indicate  that  you 
are  not  requesting  any  increase  in  staff.   Will  the 
Institute  be  able  to  handle  the  requested  increase  in 
grant  funding  within  existing  staffing  levels? 

ANSWER.   Yes.   While  there  would  be  a  somewhat  greater 
demand  on  existing  staff  in  FY  1995,  we  believe  we  could 
process  the  additional  concept  papers,  applications  and 
grant  awards  without  additional  staff.   The  requested 
increase  would  likely  result  in  a  modest  increase  in  the 
number  of  proposals  and  12-14  additional  grants,  which 
would  be  spread  among  8  program  managers. 


QUESTION  2:   For  FY  1994  Congress  appropriated 
$13,550,000  for  the  Institute.   How  much  of  that  amount 
and  what  percentage  is  related  to  personnel? 

ANSWER.   In  FY  1994,  the  amount  budgeted  for  personnel 
—  including  salary,  overtime  and  benefits  —  is 
$1,567,000,  11.5%  of  the  total  appropriation. 


QUESTION  3:   Of  the  Institute's  $13,550,000  for  FY  1994, 
how  much  is  allocated  to  administration  and  overhead 
activities? 

ANSWER:   For  FY  1994,  the  Institute  budgeted  $2,233,000 
for  administrative  purposes,  including  personnel.   This 
amount  represents  16.5%  of  the  Institute's  total 
appropriation . 


QUESTION  4:   How  much  of  your  FY  1995  budget  request  is 
allocated  to  personnel  and  administrative  costs,  and  what 
is  the  percentage  of  the  total  request  for  each  of  these 
categories? 

ANSWER:   As  proposed,  the  FY  1995  request  provides 
$1,639,000  for  personnel,  or  10.9%  of  the  total  request, 
and  $2,328,000,  or  15.5%  of  the  total  budget  for  all 
administrative  costs,  including  personnel. 


QUESTION  5:   If  Congress,  because  of  budgetary 
constraints,  were  only  able  to  fund  the  Institute  at  a 
current  services  level,  what  would  the  increase  be  for 
personnel  and  administration? 

ANSWER:   The  FY  1995  current  services  level  is 
$14,041,000,  with  $1,639,000  or  11.7%  for  personnel  costs 
and  a  total  of  $2,328,000  or  16.6%  for  administration. 
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Questions  Submitted  by  Congressman  Rogers 

Budget 

QUESTION  1:   Again  this  year,  the  Administration  proposes 
to  eliminate  the  Institute. 

How  do  you  counter  this  proposal? 

What  measures  have  you  taken  in  the  last  year  to  convince 
the  Administration  of  the  value  of  your  program? 

Do  you  anticipate  any  funding  out  of  the  crime  control 
trust  fund  if  the  Senate  Crime  Bill  is  enacted? 

ANSWER:   The  official  reason  the  Administration  gives  for 
its  lack  of  support  is  that  the  mission  SJI  performs  is 
more  appropriately  funded  by  the  States. 

We  have  made  many  contacts  to  both  OMB  and  the  White 
House  in  the  past  several  months  to  communicate  the 
important  role  that  SJI  plays  in  improving  the 
administration  of  justice  in  the  State  courts,  and  to 
explain  the  many  Federal  purposes  served  by  the  SJI  grant 
program.   In  summary  form,  those  purposes  are  as  follows: 

1.  SJI  grants  help  assure  a  strong  State  court 
system  that  will  interpret  and  enforce  Federal 
constitutional  provisions  and  Federal  laws  fairly 
and  correctly. 

2.  Federal  legislation  often  imposes  significant 
responsibilities  on  State  courts  that  should  be  met 
with  additional  Federal  resources. 

3.  Federal  policies  also  impose  significant 
burdens  on  State  courts  and  often  require  effective 
performance  by  State  courts  for  their  fulfillment. 

4.  SJI  grants  can  help  an  Administration 
successfully  improve  judicial  and  public 
understanding  of  new  policy  initiatives. 

5.  Federal  assistance  to  State  courts  is  as 
appropriate  as  Federal  assistance  to  State  law 
enforcement,  prosecution,  and  corrections  agencies. 

6.  A  strong  State  court  system  will  give  the 
public  and  the  bar  confidence  in  litigating  in 
State  forums  and  relieve  Federal  court  caseloads. 

7.  A  strong  State  court  system  will  reduce  the 
need  to  expand  the  Federal  judiciary  and  build  new 
Federal  courthouses. 

8.  SJI  is  uniquely  situated  to  improve  the 
relationship  between  the  Federal  and  State  courts. 
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9.  SJI  serves  a  role  that  only  a  national  grant 
organization  can  perform  in  promoting  the  exchange 
of  information  and  ideas  among  the  States. 

10.  Because  the  State  courts  are  where  most 
Americans  experience  justice,  the  Federal 
government  has  a  keen  interest  in  assuring  that  the 
quality  of  justice  delivered  by  the  State 
judiciaries  is  high. 

We  have  renewed  our  efforts  to  demonstrate  that 
support  for  SJI  represents  an  opportunity  for  this 
Administration  to  improve  the  State  courts'  response  to 
important  legal  and  social  issues  such  as  family 
violence,  the  rights  of  children,  substance  abuse,  and 
the  relationship  between  the  Federal  and  State 
governments.   We  expect  to  advance  these  arguments  at  a 
meeting  with  the  0MB  Associate  Director  for  Economics  and 
Government  within  the  next  few  weeks. 

The  Senate  crime  bill  authorizes  SJI  to  award  up  to 
$600,000  in  grants  to  support  judicial  education  programs 
in  the  areas  of  rape  and  sexual  assault. 


QUESTION  2:   Since  you  are  not  required  to  go  through 
0MB,  please  describe  how  your  budget  is  formulated? 

ANSWER:   The  Institute  formulates  its  budget  as  if  it 
were  required  to  go  through  the  OMB  process  and  routinely 
follows  OMB  policy  guidance  to  establish  relevant 
budgetary  baselines. 

At  the  last  Board  of  Directors'  meeting  in  the 
calendar  year,  staff  presents  a  final  draft  of  the 
proposed  budget  to  the  Board,  which  then  makes  final 
decisions  on  whether  or  to  what  extent  enhancements  to 
current  services  will  be  requested.   Enhancement  requests 
are  separately  addressed  in  the  staff  budget 
justification  materials.   We  ordinarily  transmit  our 
budget  to  Congress,  with  a  copy  to  OMB,  in  late  January. 


QUESTION  3:   I  noticed  in  your  budget  justifications  a 
$9,000  (10%)  increase  for  "other  services."   What  is 
funded  out  of  "other  services"  and  what  will  this 
increase  be  used  for? 

ANSWER:   The  increase  for  this  category  from  FY  1994  to 
FY  1995  is  $3,000  (3.5%)  consistent  with  OMB  guidance  for 
calculating  the  current  services  budget  level.   The 
$9,000  increase  is  from  the  FY  1993  final  figures  to  the 
FY  1995  proposed  budget. 

The  "other  services"  line  in  SJI's  budget  is  fairly 
consistent  with  the  expenses  found  in  Federal  object 
class  2500  except  for  those  expenses  that  are  required  by 
the  unique  status  accorded  the  Institute  through  its 
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enabling  legislation  —  an  annual  audit  and  personal 
property  taxes  paid  to  the  City  of  Alexandria  because  the 
Institute  is  not  a  Federal  agency. 

In  detail,  FY  1995  estimates  listed  in  this  line 
include:   the  costs  of  court  reporting  services  for  Board 
meetings  and  other  Board  meeting  expenses,  e.g.,  Board 
member  working  lunches;  the  annual  audit;  temporary 
assistance  due  to  absences  or  periods  of  extreme 
workload;  payroll  processing  costs  and  consultant  costs 
for  software  development;  personal  property  taxes  on 
SJI's  furniture  and  equipment;  payment  to  the  General 
Services  Administration  (GSA)  for  administering  SJI's 
letter  of  credit;  relevant  publications;  and  business 
insurance. 

As  indicated  above,  the  Institute  estimated  that  the 
final  expenditure  figure  for  this  category  in  FY  1993 
would  be  $80,000.   According  to  0MB' s  guidance  for 
developing  the  FY  1994  baseline  estimates,  this  figure 
was  inflated  by  3 . 1  percent,  bringing  the  figure  to  just 
over  $82,000.   In  developing  the  FY  1994  estimate  which 
was  included  in  the  FY  1995  request,  the  Institute's 
figures  reflect  a  $3,500  adjustment,  within  the  baseline 
total,  in  response  to  the  anticipated  need  to  hire  part- 
time  temporary  help  to  assist  the  publications 
coordinator  with  a  burgeoning  workload  related  to  the 
quarterly  newsletter,  an  expanding  mailing  list,  and 
numerous  ad  hoc  information  requests. 

As  a  result,  the  Institute  increased  this  line  for  the 
FY  1994  estimate  to  $86,000.   This  amount  was  then 
increased  by  3.5%,  consistent  with  0MB  guidance,  to 
generate  baseline  amounts  for  FY  1995.   This  provided 
another  $3,000  for  the  category,  bringing  the  total  to 
the  requested  $89,000. 

QUESTION  4:   Please  breakout,  in  percentage  terms,  the 
types  of  organizations  receiving  grant  funds  from  the 
Institute  (e.g.,  bar  associations,  national 
organizations,  state  and  local  courts,  universities, 
etc.)  in  FY92,  FY93  and  FY94. 

ANSWER:   In  FY  1992,  the  Institute  awarded  a  total  of  120 
grants  —  not  including  scholarships.   Of  this  total: 

No.     Pet.      Type  of  Organization 

51      42.5%     Were  awarded  to  State  and  local  courts; 

39      32.5%     Were  awarded  to  national  court  support 

and  education  organizations; 

Were  awarded  to  universities; 

Were  awarded  to  bar  organizations; 

Were  awarded  to  other  non-profit 
organizations; 


9 

7.5% 

10 

8.3% 

10 

8.3% 

No, 

Pet. 

63 

50% 

28 

22% 

12 

9.5% 

12 

9.5% 

9 

7% 
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1  .8%     Was  awarded  to  an  individual. 

In  FY  1993,  the  Institute  awarded  a  total  of  126 
grants  —  not  including  scholarships.   Of  this  total: 

Type  of  Organization 

Were  awarded  to  State  and  local  courts; 

Were  awarded  to  national  court  support 
and  education  organizations; 

Were  awarded  to  universities; 

Were  awarded  to  bar  organizations; 

Were  awarded  to  other  non-profit 
organizations; 

2  2%      Were  awarded  to  individuals. 

The  Institute  is  in  the  midst  of  its  FY  1994  grant 
program.   Thus  far,  the  Institute  has  awarded  a  total  of 
61  grants  —  not  including  scholarships.   Of  this  total: 

Type  of  Organization 

Were  awarded  to  State  and  local  courts; 

Were  awarded  to  national  court  support 
and  education  organizations; 

Were  awarded  to  universities; 

Were  awarded  to  bar  organizations; 

Were  awarded  to  other  non-profit 
organizations . 

QUESTION  5:   Please  breakout,  in  percentage  terms,  the 
types  of  proposals  funded  in  FY92,  FY93  and  FY94 
(demonstration,  education,  evaluation,  research, 
technical  assistance) . 

ANSWER:   In  FY  1992,  the  Institute  awarded  grants  to 
support  the  following  types  of  projects: 


No. 

Pet. 

32 

52% 

14 

23% 

9 

15% 

3 

5% 

3 

5% 

NO. 

Pet. 

Type  of  Proiect 

18 

15% 

Demonstration 

66 

55% 

Education 

5 

4% 

Evaluation 

12       10%       Research 
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19      16%       Technical  Assistance 

In  addition,  the  Institute  awarded  86  scholarships  of  up 
to  $1,500  to  permit  judges  to  attend  out-of -State 
judicial  education  programs. 

In  FY  1993,  the  Institute  awarded  grants  to  support 
the  following  types  of  projects: 

Type  of  Project 

Demonstration 

Education 

Evaluation 

Research 

Technical  Assistance 

The  substantial  increase  in  grants  to  support  technical 
assistance  projects  reflects  the  initiation  of  a  new 
small  grant  program  designed  to  assist  State  and  local 
courts  in  obtaining  expert  assistance  to  address  critical 
court  management  and  other  problems.   In  addition,  the 
Institute  awarded  186  scholarships  of  up  to  $1,500  to 
permit  judges  and  court  managers  to  attend  out-of-state 
court  education  programs. 

In  FY  1994,  the  Institute  has  awarded  grants  to 
support  the  following  types  of  projects: 


No. 

Pet. 

23 

18% 

53 

42% 

5 

4% 

8 

6% 

37 

29% 

No. 

Pet. 

Type  of  Proiect 

7 

11% 

Demonstration 

26 

43% 

Education 

3 

5% 

Evaluation 

2 

3% 

Research 

23      38%       Technical  Assistance 

In  addition,  the  Institute  has  awarded  19  scholarships  of 
up  to  $1,500  to  permit  judges  and  court  managers  to 
attend  out-of-court  education  programs. 

Institute  Priorities 

QUESTION  1:   Your  testimony  listed  the  Institute's 
priorities  for  funding  in  FY95.   Who  determines  those 
priorities,  and  how  are  they  determined? 

ANSWER:   Since  its  inception,  the  Institute  has  sought  to 
target  its  funds  at  the  most  important  issues  identified 
by  the  State  courts  themselves.   The  "Special  Interest" 
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funding  categories  published  in  each  year's  Grant 
Guideline  are  determined  by  examining  concept  paper  and 
application  trends  from  the  previous  year,  comments  on 
the  proposed  Grant  Guideline,  input  provided  by 
participants  at  SJI  Board  meeting  public  forums  and 
national  conferences,  issues  raised  at  the  meetings  of 
national  judicial  and  court  management  organizations,  and 
the  experiences  of  the  Board  and  staff  over  the  past 
year. 

QUESTION  2:   As  you  know,  this  Subcommittee  has  placed  a 
high  priority  on  the  SJI  focusing  resources  on  the  burden 
of  drug-related  cases  in  State  and  local  courts. 

How  much  of  your  FY95  reguest  is  devoted  to  the  drug- 
related  cases  in  the  State  courts,  and  what  type  of 
activities  do  you  anticipate  funding? 

ANSWER:   Except  for  its  three  small  grant  programs  — 
technical  assistance,  curriculum  adaptation,  and 
scholarships  —  the  Institute's  Grant  Guideline  does  not 
set  dollar  allocations  for  specific  topics  of  interest. 
The  Guideline  does,  however,  include  Substance  Abuse  as  a 
Special  Interest  category  and  specifically  invites 
proposals  to  convene  a  National  Symposium  on  the 
Implementation  and  Operation  of  Drug  Courts. 

The  "drug  court"  approach  emphasizes  a  rapid  court 
response  to  drug-involved  offenders  and  close 
coordination  with  treatment  providers  in  the  community. 
The  symposium  would  bring  together  judges  and  court  staff 
involved  in  existing  drug  courts,  officials  from 
jurisdictions  interested  in  starting  a  drug  court, 
criminal  justice  and  treatment  experts,  and  others  to 
exchange  information  and  recommendations  about  their 
effectiveness,  implementation  and  operation. 

The  Substance  Abuse  category  invites  proposals  to, 
among  other  things,  evaluate  innovative  technigues  courts 
use  to  manage  their  drug  caseloads  fairly  and 
expeditiously,  present  educational  programs  for  judges  on 
the  nature  of  substance  abuse  and  treatment,  and 
establish  innovative  cooperative  efforts  between  courts 
and  treatment  providers. 

QUESTION  3:   You  mention  in  your  testimony  that  the 
Institute  has  worked  with  the  States  on  habeas  corpus 
review  and  issues  confronting  both  the  state  and  federal 
court  system. 

What  projects  has  the  Institute  funded  concerning  habeas 
corpus  review? 

What  were  your  findings,  recommendations,  and  action  that 
came  out  of  this  review? 
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ANSWER:   SJI  has  funded  the  following  projects  concerning 
habeas  corpus  review: 

"Rationalizing  Federal  Habeas  Corpus  Review  of  State 
Court  Criminal  Convictions,"  American  Bar  Association 
(SJI-88-003) ; 

"The  Role  of  Procedural  Default  in  Federal  Habeas 
Corpus  Review  of  State  Criminal  Convictions," 
Institute  of  Judicial  Administration  (SJI-88-004) ; 

"A  Project  to  Facilitate  the  Disposition  of  Habeas 
Corpus  Cases  Involving  Death  Sentences  in  State  and 
Federal  Courts  in  Texas,"  Texas  Appellate  Practice  and 
Educational  Resource  Center  (SJI-88-063) ;  and 

"Federal  Habeas  Corpus  Review  of  State  Convictions," 
National  Center  for  State  Courts  (SJI-92-055) . 

The  first  project  resulted  in  a  set  of  recommendations 
that  informed  Congressional  debate  on  habeas  reform. 

The  second  project  resulted  in  an  empirical 
examination  of  the  impact  of  the  Supreme  Court's  decision 
in  Wainwright  v.  Sykes.  433  US  72  (1977),  which  held 
that,  with  limited  exceptions,  petitioners  forfeit  their 
right  to  Federal  review  of  Federal  claims  when  they  fail 
to  raise  those  claims  in  State  court  in  the  manner 
prescribed  by  State  law.   The  grantee  analyzed  empirical 
evidence  in  the  Second  District  of  New  York  which 
demonstrated  that  the  decision  had  the  effect  of 
increasing  the  incidence  of  "procedural  default" 
arguments  by  State • s  attorneys  and  the  rate  of  default 
dismissals.   The  findings  are  presented  in  detail  at  3 
NYU  Review  of  Law  &  Social  Change  637  (1990-91). 

The  third  project  developed  training  materials  for 
capital  counsel  in  Texas  designed  to  eliminate  common 
errors  in  the  trial  of  capital  cases,  and  therefore 
facilitate  the  review  and  disposition  of  those  cases  on 
review. 

The  National  Center  for  State  Courts  project  is 
looking  at  trends  in  habeas  corpus  filings  in  State  and 
Federal  courts  in  California,  Alabama,  New  York,  and 
Texas.   Although  the  final  report  will  not  be  completed 
until  April,  1994,  some  preliminary  results  are 
available.   The  study  has  found  that  when  State  prisoners 
challenge  their  convictions  in  Federal  District  Court, 
the  most  common  outcome  is  that  the  petition  is 
dismissed,  most  often  due  to  a  failure  to  exhaust  State 
remedies  (nearly  half  of  the  petitions  fall  into  this 
category) .   The  next  most  frequent  result  is  a  denial  on 
the  merits.   The  remaining  petitions  are  usually  either 
voluntarily  withdrawn  by  the  prisoner  or  remanded  by  the 
District  Court  to  the  State  courts  for  further  review. 
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Approximately  0.5%  of  all  petitions  are  granted.   Even 
when  the  denied  petitions  are  appealed  to  a  U.S.  Court  of 
Appeal,  they  are  usually  dismissed;  only  about  3%  are 
granted . 

Almost  all  claims  that  are  dismissed,  remanded,  or 
withdrawn  proceed  on  a  pro  se  basis;  however,  nearly  40% 
of  petitions  that  are  granted  involve  a  court-appointed 
attorney.   The  most  common  issue  raised  is  ineffective 
assistance  of  counsel,  followed  by  trial  court  error,  or 
prosecutorial  misconduct. 

The  distinction  between  capital  cases  and  non-capital 
cases  was  found  to  be  significant.   The  number  of  claims 
raised  by  prisoners  sentenced  to  death  is  higher  than  the 
number  of  claims  raised  by  other  prisoners,  and  petitions 
are  granted  more  frequently  in  death  penalty  cases  in 
federal  court  (although  less  frequently  in  State  court) . 

In  sum,  the  preliminary  results  show  that  although 
some  prisoners  file  a  large  number  of  petitions,  only  a 
very  small  proportion  of  prisoners  file  any  petitions, 
and  that  the  petitions  are  overwhelmingly  denied. 
Because  habeas  petitions  are  often  filed  pro  se,  they  do 
represent  work  for  the  Federal  court  staff,  particularly 
magistrate  judges,  who  must  try  to  identify  the  claims 
raised  and  decide  whether  counsel  needs  to  be  appointed. 
However,  habeas  petitions  are  a  relatively  small 
proportion  of  Federal  court  workload  in  most  districts, 
and  the  Federal  review  does  not  change  the  outcome  in 
most  cases. 

QUESTION  4:   You  mention  that  one  of  your  priorities  is 
to  increase  Federal-State  court  cooperation.   I  notice 
that  you  have  already  held  a  conference  on  this  important 
issue. 

What  were  the  recommendations  from  that  conference,  and 
how  do  you  envision  these  recommendations  being 
implemented? 

ANSWER:   The  recommendations  from  the  conference  were 
summarized  by  University  of  Virginia  law  professor  Daniel 
Meador  in  his  closing  remarks  as  the  "Four  C's  — 
Cooperation,  Collaboration,  Communication,  and 
Coordination,"  and  "one  'L'  —  Leadership."   Conference 
participants  recommended  numerous  steps  to  carry  out  each 
of  these  elements,  including  the  convening  of  regional 
State-Federal  judicial  meetings;  greater  sharing  of 
facilities  and  resources,  including  jury  pools;  joint 
planning  and  analysis;  informing  Congress  of  needed 
jurisdictional  and  procedural  changes  relating  to  the 
allocation  of  cases  between  the  two  systems;  and  jointly 
managing  related  mass  tort  litigation  such  as  asbestos 
cases. 

Several  of  these  recommendations  have  already  been 
implemented.   For  example,  SJI  grants  have  supported 
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State-Federal  conferences  in  the  Fourth  and  Ninth 
Circuits,  and  regular  meetings  of  the  State  and  Federal 
judges  hearing  the  bulk  of  the  asbestos  and  silicone 
breast  implant  litigation  across  the  country.   SJI  and 
the  Federal  Judicial  Center  have  also  entered  into  a 
Memorandum  of  Understanding  to  exchange  and  disseminate 
State  and  Federal  judicial  education  materials.   There  is 
also  a  growing  body  of  anecdotal  information  regarding 
increased  cooperation  between  State  and  Federal  courts. 
For  example,  Federal  Magistrate  Judges  in  northern 
Wisconsin  are  now  able  to  use  the  courtrooms  of  the  Brown 
County  Circuit  Court  to  conduct  hearings.   Information 
about  successful  collaborations  has  been  disseminated 
through  a  University  of  Virginia  Law  Review  issue 
dedicated  to  the  national  conference  (volume  78,  November 
1992),  the  regional  conferences,  other  State  and  federal 
judicial  meetings,  and  numerous  State  and  federal  court 
publications. 

QUESTION  5:   Included  in  your  list  of  priorities  is 
"assessing  the  impact  of  health-care  related  issues  on 
the  State  Courts." 

Can  you  describe  for  us  the  types  of  problems  this  is 
meant  to  address  and  what  types  of  projects  would  be 
funded? 

ANSWER:   The  Special  Interest  category  on  "Assessing  the 
Impact  of  ^Health  Care-Related  Issues  on  the  State  Courts" 
announced  in  the  Institute's  FY  1994  Grant  Guideline 
suggests  the  following  issues  as  examples: 

The  use  and  effectiveness  of  innovative  remedies  in 
long-term  environmental  and  toxic  substance  exposure 
cases  such  as  medical  surveillance  orders; 

The  impact  on  the  State  courts  of  proposed  or  enacted 
changes  in  the  nation's  health  care  system; 

The  potential  impact  on  the  State  courts  of  the  U.S. 
Supreme  Court's  decision  in  Daubert  v.  Merrell  Dow 
Pharmaceuticals.  Inc..  governing  the  use  of  scientific 
evidence  under  the  Federal  Rules  of  Evidence; 

The  implications  for  the  courts  of  advances  in  the 
application  of  biotechnology  to  health  care; 

The  impact  on  State  courts  of  the  judicial  review  of 
administrative  decisions  made  under  Medicaid  and 
similar  State-authorized  health  care  programs,  and 
decisions  made  by  State  medical  review  boards;  and 

The  basis  for  determining  what  constitutes  clear  and 
convincing  evidence  of  a  person's  wish  not  to  initiate 
or  continue  life-sustaining  treatment,  including  the 
implications  of  the  Federal  Patient  Self-Determination 
Act;  what  constitutes  extraordinary  rather  than 
routine  medical  services  in  disputes  over  the  extent 
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of  health  insurance  coverage;  and  the  legal  and 
ethical  implications  involved  in  litigation  over  organ 
transplants. 

Other  Agency/Organization  Efforts 

QUESTION  1:   Your  budget  justifications  mention  that 
SJI's  mission  appears  to  overlap  that  of  other  federal 
agencies. 

What  other  agencies  provide  funding,  and  what  is  the 
total  level  of  resources  from  other  agencies? 

ANSWER:   As  we  indicated  in  our  justification  materials, 
although  SJI's  mission  appears  to  overlap,  in  part,  the 
missions  of  other  Federal  agencies,  only  SJI  is  focused 
on  the  needs  of  the  nation's  courts  and  only  SJI  can 
reach  those  courts  effectively.   There  are  subtle  but 
potent  barriers  to  courts  reguesting  and  receiving  grant 
funds  from  executive  branch  agencies.   These  barriers 
include  constitutional,  ethical,  and  political  obstacles 
that  do  not  exist  when  the  funding  is  reguested  and 
provided  by  a  non-profit  organization  such  as  SJI.   SJI 
was,  in  fact,  created  largely  because  the  Department  of 
Justice's  Law  Enforcement  Assistance  Administration 
provided  little  funding  to  the  State  courts  in  the  1960 's 
and  '70's. 

The  Department  of  Justice  grant  agencies  are 
authorized  to  assist  State  courts  with  respect  to  their 
criminal  and  juvenile  case  responsibilities.   Some 
components  of  the  Department  of  Health  and  Human  Services 
(e.g.,  the  Center  for  Substance  Abuse  Treatment  (CSAT) , 
and  the  Office  of  Child  Support  Enforcement  (OCSE) )  are 
also  authorized  to  assist  State  courts  within  the  limits 
of  their  respective  missions. 

To  help  assure  that  those  agencies  use  their  funds  for 
court-related  purposes,  the  Institute  has  entered  into 
Interagency  Agreements  with  several  Department  of  Justice 
agencies,  including  the  Bureau  of  Justice  Assistance,  the 
National  Institute  of  Justice,  the  National  Institute  of 
Corrections,  the  Federal  Bureau  of  Investigation,  and  the 
Bureau  of  Justice  Statistics,  as  well  as  CSAT  and  OCSE. 
These  agencies  have  benefitted  from  the  access  SJI  gives 
them  to  judges  who  are  essential  to  the  success  of  almost 
every  program  to  improve  the  quality  of  justice. 

SJI's  authority  to  assist  the  courts  is,  however,  much 
broader  than  that  of  these  agencies.   Because  SJI  can 
coordinate  and  manage  its  grant  program,  as  well  as  its 
interagency  activities,  within  one  office,  the  courts 
(and  the  taxpayer)  benefit  from  centralized  management 
and  efficiency. 

Since  1987,  the  Institute  has  entered  into  15 
cooperative  agreements  with  the  Federal  agencies. 
According  to  our  records,  these  projects  totalled 
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approximately  $4,636,000.   Of  this  amount,  the  Institute 
contributed  $2,014,000  with  the  remaining  $2,622,000 
provided  by  the  collaborating  Federal  agencies. 

QUESTION  2 :   You  have  stressed  the  need  for  the  Federal 
government,  through  the  Institute,  to  provide  assistance 
to  help  the  State  and  local  court  systems  to  cope. 

What  are  the  States  doing  to  solve  the  problems  in  their 
court  systems? 

What  level  of  resources  do  you  estimate  the  States  are 
committing  to  this  effort? 

Have  you  seen  an  increase  or  a  decrease  in  State  and 
local  resources  targeted  to  improving  State  and  local 
courts  in  the  last  few  years? 

ANSWER:   As  you  know,  many  States  are  facing  serious 
budget  crises,  affecting  not  only  the  courts  but  almost 
every  other  aspect  of  government  as  well.   Most  States 
have  attempted  to  do  at  least  two  things  to  cope  with 
their  courts'  fiscal  limitations:   (1)  help  the  courts 
work  more  efficiently;  and  (2)  plan  better  for  the  long- 
term  future.   SJI  has  contributed  greatly  to  both  of 
these  efforts,  through  specific  projects  and  national 
conferences  such  as  1990' s  "Future  and  the  Courts" 
Conference.   Approximately  35  States  have  held  their  own 
"futures"  conference  or  convened  a  futures  commission  to 
develop  a  strategic  plan  and  solicit  public  and 
legislative  support.   Many  of  these  ventures  have 
received  SJI  support. 

Although  the  funding  situation  in  most  States  appears 
to  have  marginally  improved  over  the  past  few  years, 
there  is  still  a  need  to  identify  and  share  effective 
resource  management  techniques,  innovative  procedures, 
and  improved  ways  to  educate  legislatures  about  the 
courts'  functions,  accomplishments,  and  needs.   To  that 
end,  the  Institute  will  be  supporting  a  National 
Conference  on  Funding  the  Courts,  in  collaboration  with 
the  National  Center  for  State  Courts,  the  National 
Conference  of  State  Legislatures,  and  the  American  Bar 
Association,  in  the  fall  of  1995. 


QUESTION  3:   It  is  evident  from  your  budget 
justifications  and  your  testimony  that  the  Institute 
works  very  closely  with  the  National  Center  for  State 
Courts . 

Can  you  describe  for  us  what  services/programs  the 
National  Center  for  State  Courts  provides  and  how  they 
differ  from  the  Institute? 

How  is  the  National  Center  for  State  Courts  funded?   Has 
the  National  Center  seen  a  decrease  in  its  funding  over 
the  years? 
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How  much  of  the  Institute's  budget  in  FY93  and  FY94  was 
given  to  the  National  Center  for  State  Courts? 


ANSWER:   The  Institute's  relationship  with  the  National 
Center  for  State  Courts  is  governed  by  the  terms  of  SJI ' s 
enabling  legislation  (The  State  Justice  Institute  Act  of 
1984,  as  amended,  42  U.S.C.  §  10701,  et  seq. ) .   From  1984 
to  1992,  the  Act  accorded  the  National  Center  one  of  four 
express  priorities  among  grant  recipients.   Specifically, 
42  U.S.C.  S  10705(b)(1)(B)  directed  the  Institute  to 
"give  priority  to  grants,  cooperative  agreements,  or 
contracts  with  national  nonprofit  organizations 
controlled  by,  operating  in  conjunction  with,  and  serving 
the  judicial  branches  of  State  governments."   As  the 
legislative  history  of  the  Act  confirms,  only  the 
National  Center  for  State  Courts  fits  the  criteria  of 
this  priority.   In  1992,  Congress  amended  the  statute  by 
removing  the  "priority"  language,  but  the  remainder  of 
subsection  (b) (1)  continues  to  give  the  National  Center, 
and  the  other  identified  priority  applicants,  an  implicit 
priority  in  the  grant  program. 

The  National  Center  for  State  Courts  provides  services 
to  the  State  courts  through  research,  education  and 
training,  information  exchange,  and  direct  assistance 
activities.   SJI  provides  no  direct  services  or  training 
to  the  State  courts;  it  accomplishes  its  mission  of 
improving  the  administration  of  justice  in  the  State 
courts  by  awarding  grants  to  support  demonstration, 
education,  research,  and  technical  assistance  projects. 
The  relationship  between  SJI  and  NCSC  is  that  of  grantor 
to  grantee.   SJI  grants  support  some  of  the  National 
Center's  most  integral  services,  including  its 
Information  Service,  its  Technology  Information  and 
Exchange  Service  (which  includes  the  Court  Technology 
Laboratory  and  a  variety  of  technology  services  and 
publications) ,  and  the  education  programs  offered  by  its 
Institute  for  Court  Management. 

According  to  NCSC's  most  recent  annual  report  (1992), 
44%  of  its  $11,480,000  operating  revenue  came  from 
Federal  grants  and  contracts;  43%  came  from  State  charges 
and  contracts;  7%  came  from  conference  and  tuition  fees; 
4%  came  from  private  grants  and  contributions;  and  2% 
came  from  other  sources.   NCSC  apparently  suffered  some 
decrease  in  revenue  from  its  State  charges  in  1992  but 
has  had  more  success  in  collecting  those  charges  in  1993. 

In  FY  1993,  the  National  Center  for  State  Courts 
received  grants  totalling  $2,339,043  from  SJI,  20.46%  of 
the  Institute's  $11,430,000  FY  1993  grant  budget.   The 
Institute  has  not  yet  completed  its  FY  1994  funding 
cycle;  however,  to  date,  NCSC  has  received  $1,216,214  in 
grants  this  fiscal  year. 
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Questions  Submitted  by  Congressman  Skaggs 


QUESTION  1:   What  is  the  single  most  important 
justification  for  continuing  funding  for  SJI  operations, 
rather  than  closing  the  Institute  as  the  President 
recommends? 

ANSWER:  There  is  a  critically  important  Federal  interest 
in  assuring  that  the  State  courts  —  which  adjudicate  98% 
of  all  the  cases  filed  in  this  country,  and  interpret  and 
enforce  the  Federal  constitution  and  Federal  statutes  in 
a  great  many  of  them  —  are  able  to  dispense  justice  in  a 
fair,  efficient,  and  informed  manner.  SJI  is  the  unique 
source  of  assistance  for  fostering  innovation,  education, 
and  reform  in  all  the  nation's  courts. 


QUESTION  2.   In  your  testimony,  you  note  that  in  1992 
Congress  passed  the  Battered  Women's  Testimony  Act,  which 
authorizes  SJI  to  make  grants,  but  that  no  money  was 
appropriated  for  the  grants.   Still,  SJI  did  make  some 
grants.   Where  did  the  money  come  from? 

ANSWER:   SJI  used  funds  appropriated  for  its  general 
grant  program  under  the  State  Justice  Institute  Act  of 
1984,  as  amended,  to  support  these  projects.   The 
authority  in  that  Act  is  broad  enough  to  permit  us  to 
make  the  grants  in  question.   Congress  is  the  exclusive 
source  of  funding  for  SJI. 


QUESTION  3:   Last  year,  in  response  to  one  of  my 
questions,  you  informed  me  that  the  $150,000  grant  to 
American  University  for  which  you  sought  appropriations 
would  be  to  look  into  substance  abuse  case  management 
education,  and  was  part  of  a  two-year  joint  project  with 
the  Bureau  of  Justice  Assistance.   Yet,  in  your  testimony 
this  year,  you  say  that  AU  has  received  $650,000  over  the 
last  four  years. 

How  much  has  AU  received  from  SJI  for  this  and  any  other 
projects  in  each  of  the  previous  fiscal  years,  and  for 
what  purposes  was  that  money  used? 

How  much  does  SJI  propose  to  give  AU  in  FY95,  and  for 
what  purpose  will  that  money  be  used? 

Does  SJI  intend  to  fund  any  project  through  AU  in 
subsequent  fiscal  years,  and  if  so,  how  much  money  is 
anticipated  and  for  what? 

ANSWER:   The  Institute  has  supported  two  projects  through 
grants  to  the  American  University. 

The  first  project  (the  one  referred  to  in  the 
question)  is  entitled  "Substance  Abuse  Case  Management 
Education  and  Technical  Assistance."   It  is  being 
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supported  by  a  grant  awarded  by  the  Bureau  of  Justice 
Assistance  to  which  SJI  has  contributed  $150,000  through 
a  interagency  agreement.   This  project  is  collecting 
information  on  management  approaches  being  used  by  State 
courts  to  handle  the  influx  of  substance  abuse-related 
cases.   A  draft  report  has  been  prepared  that  describes 
the  innovative  practices  being  used  by  more  than  40 
courts.   A  curriculum  will  be  developed  based  on  this 
report  and  tested  in  a  seminar  for  teams  of  judges  and 
trial  court  managers  from  around  the  country.   Technical 
assistance  will  then  be  provided  to  the  jurisdictions 
that  sent  teams  to  the  seminar  to  implement  improved  drug 
case  management  procedures. 

The  second  project  is  the  "Court  Technical  Assistance 
Project"  (CTAP) .   The  Institute  has  supported  this 
program  since  fiscal  year  1990.   The  CTAP  project 
provides  short-term  consultant  assistance  and  offers 
written  information  to  local  courts  and  State  court 
systems  on  an  array  of  court  management  issues.   During 
the  current  grant  year,  consultant  assistance  will  be 
provided  to  up  to  15  jurisdictions  with  those  affected  by 
the  surge  of  substance  abuse  cases  accorded  a  priority. 
Written  information  and  telephone  assistance  will  be 
provided  to  at  least  100  additional  courts.   The 
Institute  has  awarded  grants  in  fiscal  years  1990,  1992, 
1993,  and  1994  to  support  this  project.   The  total  amount 
awarded  is  $659,492. 

American  University  is  one  of  five  applicants  that 
submitted  a  concept  paper  to  plan  and  present  a  National 
Symposium  on  the  Implementation  and  Operation  of  Court- 
Enforced  Drug  Treatment  Programs.   An  application  based 
on  its  concept  paper  as  well  as  an  application  from  one 
of  the  competing  applicants  have  been  invited  for 
consideration  by  the  Institute's  Board  of  Directors  later 
this  year. 

Because  all  Institute  grant  programs  operate  on  a 
competitive  basis,  it  is  not  possible  to  determine  at 
this  time  whether  it  will  award  grants  to  American 
University  or  any  other  applicant  in  FY  1995  or 
subsequent  fiscal  years. 


Thursday,  March  3,  1994. 
JAPAN-UNITED  STATES  FRIENDSHIP  COMMISSION 

WITNESSES 

DR.  KENNETH  B.  PYLE,  CHAIRMAN,  JAPAN-UNITED  STATES  FRIEND- 
SHIP COMMISSION  AND  PROFESSOR  OF  HISTORY  AND  ASIAN  STUD- 
ffiS,  UNIVERSITY  OF  WASHINGTON 

DR.  ERIC  J.  GANGLOFF,  EXECUTIVE  DHtECTOR,  JAPAN-UNITED 
STATES  FRIENDSHIP  COMMISSION 

Mr.  Skaggs  [presiding].  Mr.  Pyle,  we  are  going  to  proceed.  I  am 
going  to  call  the  subcommittee  back  to  order  for  consideration  of 
the  budget  request  of  the  Japan-U.S.  Friendship  Commission  for 
fiscal  year  1995. 

You  have  asked  for  $1.25  million  for  your  domestic  account  and 
$1.42  million  for  the  foreign  currency  account,  which  is  the  same 
as  the  fiscal  year  1994  appropriation.  We  have  your  statement 
which  will  be  included  in  the  record  at  this  point,  along  with  the 
justification  materials  submitted  in  support  of  this  request.  Testify- 
ing on  behalf  of  the  Commission  today  is  the  Chairman,  Kenneth 
Pyle.  Please  proceed  with  your  oral  presentation  to  make  the  high- 
lights you  wish. 

[The  justifications  follow:] 
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NARRATIVE  JUSTIFICATION 


Policy  Objectives  Being  Addressed 

The  Commission  was  created  in  1975  to  address  the  urgent  need  to  improve 
communication,  understanding  and  knowledge  between  the  American  and  Japanese 
peoples,  in  order  to  strengthen  the  public  attitudes  that  support  this  complex  and 
important  bilateral  relationship.  Recent  events,  whether  the  differing  responses  to  the 
Gulf  Crisis  or  differing  points  of  view  on  direct  investment  in  the  other  country, 
provide  ample  evidence  of  the  sort  of  misunderstandings  that  can  arise  when  these  two 
people  do  not  comprehend  each  other's  political,  cultural,  social  and  historical 
institutions.  The  Commission  therefore  uses  its  current  resources  in  selected  areas  not 
adequately  served  by  other  sources  of  private  or  public  funds  in  either  country  to 
strengthen  the  underpinning  of  public  understanding  on  which  the  two  governments  can 
negotiate  the  often  contentious  problems  of  the  relationship. 

There  can  be  no  doubt  that  this  historical  mission  of  the  Commission  remains  as 
valid  now  as  when  the  Commission  was  first  created.  The  emergency  of  Japan, 
however,  as  an  economic  force  surpassed  only  by  the  United  States  has  given  the 
Commission  a  new  mission,  namely,  helping  Americans  respond  to  the  challenges  and 
opportunities  that  this  unanticipated  development  presents.  Faced  with  a  Japan  that  acts 
increasingly  with  an  independent  agenda,  U.S.  leaders  in  the  public  and  private  spheres 
must  craft  policy  simultaneously  to  compete  with  Japan's  economic  challenge  and 
engage  it  constructively  on  global  problems.  This  is  a  task  for  which  the  United  States 
is  ill-prepared.  It  is  the  Commission's  purpose  thus  to  help  train  a  new  generation  of 
Americans  who  are  equipped  to  study  the  contemporary  Japanese  political  economy  in 
its  particulars,  to  provide  them  with  the  resources  to  carry  out  that  goal,  and  to  create 
the  opportunities  to  transform  their  results  into  policies  and  actions  equal  to  one  of  the 
truly  great  tasks  now  facing  the  United  States. 

Rationale  for  Federal  Role 

Private  funds  are  not  available  in  adequate  amounts  in  either  Japan  or  the  United 
States  to  support  the  long-term,  in-depth  educational  or  cultural  programs  required  to 
deal  with  the  Commission's  historical  mission,  nor  to  meet  the  more  immediate 
national  needs  vis-a-vis  Japan  as  these  become  increasingly  apparent.  With  the 
emergence  of  the  Japanese  government  as  a  major  funder  in  the  field  of  Japan-U.S. 
exchanges  and  research  through  its  newly  established  foundation,  the  Center  for  Global 
Partnership,  it  is  appropriate  and  necessary  that  the  United  States  government  devote 
resources  exclusively  to  the  cultivation  of  the  bilateral  relationship.  Historically, 
moreover,  the  yen  and  dollar  funds  that  constitute  the  Friendship  Trust  Fund  represent 
portions  of  the  money  the  Japanese  government  paid  to  the  United  States  in  settlement 
of  the  post- World  War  JJ  GARIOA  account  and  in  payment  for  certain  facilities  built 
by  the  United  States  during  its  occupation  of  Okinawa.  In  negotiating  the  settlement  of 
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these  two  issues,  the  United  States  agreed  to  use  a  portion  of  Japan's  payments  for 
educational  and  cultural  exchanges  between  the  two  countries. 

Commission  Objectives 

1.  To  promote  understanding  and  respect  between  the  Japanese  and  American  peoples 
by  providing  grants  to  support  scholarly,  cultural,  artistic  and  public  educational 
activities  between  Japan  and  the  United  States,  as  authorized  by  the  Japan-United  States 
Friendship  Act  (P.L.  94-118,  as  amended); 

2.  To  help  prepare  Americans  to  better  meet  the  challenges  and  opportunities  presented 
by  the  emergence  of  Japan  in  international  affairs  by  providing  focused  information  on 
the  Japanese  political  economy  in  its  particulars  and  by  training  Americans  in  all 
spheres  and  communities  to  use  such  information  in  a  purposeful  way  to  meet  these 
challenges  and  opportunities; 

3.  To  use  the  influence  and  example  of  the  Commission  to  encourage  other 
organizations  and  individuals,  both  governmental  and  private,  in  both  countries,  to 
develop  programs  of  their  own  to  further  mutual  understanding  and  respect  and  to  offer 
financing  for  such  purposes. 

Program  Highlights 

Over  its  history  the  Commission  has  issued  numerous  reports  to  Congress  and 
the  President  highlighting  its  program  of  making  grants  to  U.S.  and  Japanese 
universities  and  research  institutes,  arts  organizations  and  artists,  public  affairs  forums, 
media  organizations  and  professional  associations,  in  the  pursuit  of  carrying  out  its 
purposes.  It  will  therefore  take  this  opportunity  to  outline  new  programs  that  it  seeks 
to  develop  in  the  pursuit  of  its  second,  and  newer,  mission  -  the  effective  preparation 
of  the  American  people  in  working  with  Japan  in  the  post-Cold  War  order.  It  envisions 
the  following  program  areas,  mostly  new  in  the  Commission's  history,  with  some 
enhancement  of  existing  programs,  that  meet  the  new  goal. 

1.  Enhancement  of  Japanese  language  education  in  U.S.  high  schools,  expansion  of 
undergraduate  exchanges  to  Japan  and  further  development  of  Japan-related  curricula  in 
graduate  professional  schools  at  U.S.  universities; 

2.  As  a  corollary,  the  development  of  effective  means  of  recruiting  more  women  and 
minority  candidates  into  the  above  programs,  both  to  reflect  the  Commission's 
commitment  to  equal  access  to  opportunities  presented  by  the  federal  government,  and 
to  impress  upon  the  Japanese  the  need  to  acknowledge  the  changing  demographics  of 
American  society  and  the  work  force; 

3.  Increased  attention  to  research  on  the  contemporary  Japanese  political  economy  and 
the  U.S. -Japan  relationship,  with  particular  attention  to  developing  effective  means  of 
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disseminating  the  results  to  leaders  in  public  and  private  sector  who  are  in  a  position  to 
take  action  on  its  implications; 

4.  As  a  corollary,  greater  attention  to  the  need  for  acquiring  up-to-date  and  in-depth 
research  materials  for  researchers  in  the  U.S.,  both  those  who  can  use  the  primary 
language  and  those  who  are  dependent  on  English.  Surveys  indicate  a  growing  gap 
between  the  need  for  such  materials  and  its  acquisition,  and  between  U.S.  resources 
available  in  the  aggregate  for  their  acquisition,  including  those  of  the  Library  of 
Congress,  and  the  costs  of  acquiring  the  minimal  levels  of  materials  generated  in  Japan 
in  order  to  remain  current  with  critical  developments; 

5.  Development  of  training  and  exchange  programs  for  media-related  professionals, 
and  for  the  presentation  of  in-depth  and  timely  reports  in  the  American  print  and  broad- 
cast media  on  important  events  in  Japan; 

6.  Support  for  bilateral  forums  to  provide  for  increased  coordination  of  efforts  to  deal 
with  security,  development,  environment  and  other  global  issues. 

Relationship  to  Other  Programs 

The  Commission's  efforts  are  unique.  It  is  a  leading  factor  in  cultural  and 
educational  exchanges  with  Japan  and  the  only  federal  agency  active  in  promoting 
research  focused  exclusively  on  it.  The  presence  among  its  commissioners  of  senior 
officials  from  the  Departments  of  State  and  Education,  from  the  USIA  and  from  the 
National  Endowments  for  the  Arts  and  the  Humanities  helps  assure  that  Commission 
programs  do  not  compete  with  or  duplicate  other  federally-funded  programs.  The 
presence  of  private  citizens  from  academe,  foundations,  the  media  and  other 
professions  helps  assure  that  wherever  possible  the  Commission's  funds  supplement, 
complement  or  play  a  catalytic  role  vis-a-vis  funds  from  private  sources. 

Explanation  of  Funding  Levels 

When  the  Congress  appropriated  the  Japan-United  States  Friendship  Trust  Fund 
in  1975,  it  calculated  that  the  annual  interest  that  could  be  earned  from  investing  the 
two  endowments,  with  the  Dollar  Trust  Fund  worth  $18  million  and  the  Yen  Fund 
approximately  $12.5  million  at  the  exchange  rate  then  in  effect,  in  United  States  and 
Japanese  government  obligations,  would  be  sufficient  to  meet  program  and 
administrative  requirements. 

The  enabling  legislation  also  permitted  the  Commission  to  spend  up  to  five 
percent  of  the  original  principal  of  the  Fund  in  any  given  year  if  necessary.  Outside  of 
gifts  from  the  Japanese  government,  the  Fund  has  not  been  augmented.  Beginning  in 
Fiscal  Year  1979,  the  Commission  adopted  the  practice  of  drawing  down  on  its 
principal,  eventually  eroding  the  Commission's  Dollar  Trust  Fund  to  its  current  value 
of  less  than  $15  million.  Given  the  erosion  of  principal,  the  historic  downturn  of 
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interest  rates  and  the  effect  of  inflation,  the  Commission's  earnings  currently  enjoy 
only  twenty-five  percent  of  the  purchasing  power  they  had  in  1975. 

In  1990  the  Commission  adopted  a  policy  of  no  further  drawdown  on  its 
principal.  Projections  of  actual  earnings  of  the  Dollar  Trust  Fund  through  1998  show 
an  absolute  decrease  each  year  to  $1,069,000.  These  funds  must  be  used  to  maintain 
support  of  the  Commission's  existing  programs  and  the  most  critical  institutions  those 
programs  have  created.   Notable  among  these  are  the  Inter-University  Japanese 
Language  Training  Center  of  Yokohama  and  the  major  collections  of  Japanese  research 
materials  at  twelve  and  more  universities  across  the  United  States.  These  institutions 
have  taken  a  generation  to  form;  the  Commission  can  ill  afford  to  abandon  them.  To 
maintain  its  support  of  these  programs,  therefore,  the  Commission  requests  the  amount 
of  $2,670,000  for  budget  authority  for  Fiscal  Year  1995,  representing  the  earnings  of 
its  trust  fund. 

Personnel  Resources 

The  Commission  manages  its  multimillion-dollar,  widespread  program  with  a 
full-time  equivalency  (FTE)  level  of  six  (6).  At  present,  staff  includes  an  executive 
director,  two  program  officers,  an  executive  secretary  and  a  clerk/typist.  (One  of  these 
program  officers  and  the  clerk/typist  are  funded  through  a  transfer  from  the  U.S. 
Information  Agency  to  carry  out  a  USIA-originated  program.)  The  sixth  FTE  covers 
commissioner  time  (the  18  commissioners  meeting  twice  a  year  to  decide  grant  awards 
and  formulate  agency  policy).  The  Commission  does  not  foresee  additional  personnel 
needs. 

Constraints 

There  are  no  constraints  on  the  Commission's  programs,  other  than 
understandably  strong  differences  of  opinion  in  the  media  and  economic  and  political 
groups  regarding  issues  involving  U.S. -Japan  trade  and  investment,  security  relations, 
etc.,  which  sometimes  impinge  upon  the  Commission. 

There  are  constraints  on  the  Commission's  management  of  its  resources  that  are 
embedded  in  its  enabling  legislation,  P.L.  94-118.  These  endow  the  authority  to  invest 
the  Commission's  Trust  Fund  in  the  Secretary  of  the  Treasury,  not  in  the  Commission. 
The  Secretary  of  the  Treasury  maintains  a  strict  policy  of  limiting  investments  of  all 
U.S.  federal  commissions  in  Treasury  obligations. 
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The  amounts  of  budget  authority  and  outlays  requested  for  each  fiscal  period  are 
as  follows: 

1993  1994  1995 

Actual  EsjL  E§L. 

(in  dollars) 

Budget  Authority 

(Appropriations) 

Domestic  Program 

(Dollar  Fund  Interest)  1,250,000  1,250,000  1,250,000 

Foreign  Currency 

Program 

(Yen  Fund  Interest)  1.420.000  1.420.000  1.420.000 

Total  Budget  Authority  2,670,000  2,670,000.  2,670,000 

Outlays 

Domestic  Program  1,503,000  1,833,000  1,670,000 

Foreign  Currency 

Program  1.420.000  1.420.000  1.420.000 

Total  Outlays  2,923,000  3,253,000  3.090,000 

Subject  to  decisions  by  the  Commission  on  individual  project  proposals,  this 
amount  will  be  distributed  generally  as  follows  for  Fiscal  Year  1995  (in  both  currencies 
combined): 


For  Japanese  Studies 

1,200,000 

For  Policy-Oriented  Research 

624,000 

For  Public  Affairs/Education 

450,000 

For  American  Studies 

160,000 

For  the  Arts 

260,000 

For  Administration 

396.000 

TOTAL 

3,090,000 

A  further  breakdown  of  the  above  item  Administration  is  as  follows: 


Salaries  &  benefits 

250,000 

Rent 

35,000 

Travel 

25,000 

Communications 

17,000 

Printing 

7,000 

Other  services 

59,000 

Supplies 

3,000 
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General  Statement  of  Mr.  Pyle 

Mr.  Pyle.  All  right.  I  would  just  like  to  make  a  few  points  that 
hit  the  highlights  of  our  written  statement,  several  points  that  re- 
late to  the  achievements  and  purposes  of  the  Commission  at  this 
particular  time. 

First  of  all,  with  regard  to  the  operating  efficiency  of  the  Com- 
mission, for  reasons  that  we  describe  in  the  statement,  the  re- 
sources of  the  Commission  are  now  vastly  diminished  from  what 
they  have  been  in  earlier  years.  Therefore,  we  have  been  forced  to 
work  very  hard  at  streamlining  the  operations  and  administrative 
structure  of  the  Commission,  and  in  a  number  of  ways,  I  think  we 
have  successfully  carried  out  changes  and  improvements  in  the 
past  year.  We  have  moved  to  less  expensive  quarters,  for  example, 
very  recently.  There  have  been  staff  cuts  in  the  overall  staff  in  past 
recent  years  and  so  on. 

Secondly,  with  regard  to  our  program,  I  think  it  is  very  impor- 
tant to  emphasize  that  the  Commission  has  devoted  a  lot  of  time 
to  prioritizing  our  research  support  so  that  we  are  focusing  very 
strongly  now  on  issues  that  are  relevant  to  the  U.S. -Japan  relation- 
ship, and  particularly  to  the  issues  of  trade  and  political  economic 
friction  that  are  so  central  to  our  bilateral  relationship. 

The  Commission  is  promoting  research  on  issues  that  are  rel- 
evant in  many  ways  to  the  issues  that  challenge  us  about  Japan, 
such  things  as  fair  trade  regulation,  technology  policy,  nuclear  en- 
ergy activities,  U.S. -Japan  relations  in  Asia,  and  particularly  Japa- 
nese aid  and  investment  in  Asia.  But  there  are  many  other  exam- 
ples that  could  be  given  of  this  reprioritization  of  the  research  focus 
of  the  Commission. 

Thirdly,  at  the  same  time  that  we  are  doing  that,  at  the  same 
time  that  we  are  trying  to  bring  to  bear  research  and  expertise  on 
public  policy,  we  are  also  holding  steady  on  the  long-term  commit- 
ment that  the  Commission  has  to  training  a  new  generation  of  ex- 
perts on  Japan,  especially  through  intensive  language  instruction 
for  young  Americans,  and  also  through  such  things  as  specialized 
training  for  young  Americans  preparing  for  careers  that  relate  to 
Japan  at  our  Nation's  leading  professional  schools — law,  business, 
journalism  and  so  on. 

Finally,  because  Japan  and  the  United  States  are  not  only  com- 
petitors in  the  post-Cold  War  era,  but  also  we  have  many  common 
interests,  the  Commission  continues  to  promote  and  sponsor  pro- 
grams that  will  lead  to  cooperation  in  security,  environment,  health 
fields,  and  also  programs  in  the  arts,  humanities,  and  the  media 
that  will  enhance  our  deeper  understanding  between  our  two  peo- 
ples. 

So  in  all  of  these  ways  the  Japan-United  States  Friendship  Com- 
mission I  think  not  only  serves  our  national  interests,  but  rep- 
resents the  most  important  effort  that  is  being  made  in  both  the 
public  and  in  the  private  sector  in  this  country  to  work  toward  a 
more  effective  bilateral  relationship. 

So  for  these  reasons,  we  ask  for  approval  of  budget  authority  as 
outlined  in  the  budget  request  that  we  previously  submitted  for  the 
Commission's  earnings.  Arid  that  concludes  my  opening  statement. 
[The  statement  of  Mr.  Pyle  follows:] 
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STATEMENT  OF  CHAIRMAN  KENNETH  B.  PYLE 

JAPAN-UNITED  STATES  FRIENDSHIP  COMMISSION 

HEARING  BEFORE  THE 

SUBCOMMITTEE  OF  COMMERCE,  JUSTICE,  STATE  AND  JUDICIARY 

UNITED  STATES  HOUSE  OF  REPRESENTATIVES 

COMMITTEE  ON  APPROPRIATIONS 

THURSDAY,  MARCH  3,  1994 

Mr.  Chairman  and  Distinguished  Members  of  the  Subcommittee: 

I  am  Kenneth  Pyle,  a  member  of  the  faculty  of  the  Jackson  School  of 
International  Studies  at  The  University  of  Washington  at  Seattle.  I  am  pleased  to 
appear  before  you  today  as  the  Chairman  of  the  Japan-United  States  Friendship 
Commission.  I  was  appointed  to  this  position  on  October  1,  1992,  having  served  as  the 
Commission's  vice  chairman  for  three  years  previous  to  my  present  appointment.  I  am 
accompanied  today  by  our  executive  director,  Eric  Gangloff. 

For  the  past  several  years,  the  chairman  of  this  Commission  has  reported  to  you 
the  Commission's  efforts  to  restructure  its  finances  in  order  to  maintain  the  integrity  of 
its  capital  fund,  established  by  Congress  in  1975.  The  purpose  has  been  to  assure  the 
vitality  and  stability  of  the  programs  that  Congress  intended  the  Commission  would 
help  establish  and  support.  I  am  pleased  to  report  that  those  reforms  have  been 
completely  successful,  and  that  the  Commission  is  now  living  entirely  within  the 
earnings  it  receives  from  its  fund.  At  our  September,  1993  meeting,  our  executive 
director  reported  that  the  Commission  had  once  again  achieved  the  difficult  goal  of  zero 
drawdown  on  principal  and  maximum  use  of  interest  earned  for  FY  1993.  Moreover, 
in  the  past  two  calendar  years,  the  Commission  has  taken  several  steps  to  sharply 
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curtail  administrative  expenses,  preceding  and  anticipating  the  current  administration's 
efforts  to  create  a  more  streamlined  and  effective  administrative  structure  in 
government.  Late  in  1992,  the  Commission  replaced  a  senior-level  officer  who  had  left 
for  other  employment  with  a  mid-level  officer  without  loss  in  efficiency  or 
effectiveness,  thus  substantially  reducing  salary  expenditure  for  staff.  Late  in  1993,  the 
Commission  moved  to  new  quarters  that  are  not  only  better  suited  to  its  staff  needs  but 
reduce  rent  outlay  by  30  percent. 

These  two  moves  have  helped  the  Commission  shift  some  funds  back  into  its 
programs  to  better  meet  the  growing  demand  from  the  American  research  and 
education  communities  for  support  of  Japan-related  projects;  they  have  also  created  a 
more  efficient  operation.  In  my  estimation,  the  Commission  has  done  all  it  can  to 
reduce  administrative  costs  to  help  ameliorate  the  financial  situation  with  which  the 
Commission  is  faced.  I  would  like  to  explain  this  point  more  fully.  Given  the  means 
the  Commission  needed  to  use  to  reorganize  its  financial  structure,  it  now  has 
approximately  twenty-five  percent  less  funds  to  expend  in  a  given  fiscal  year  in 
absolute  terms  compared  to  its  pre-FY  1990  expenditures.  At  the  same  time,  inflation 
and  a  sharply  decreasing  interest  rate  have  added  to  the  overall  diminution  of  the 
Commission's  resources,  bringing  them  effectively  to  only  one-fourth  of  the  real  power 
Congress  invested  in  the  Commission  when  it  was  established  in  1975. 

Not  only  has  the  Commission  succeeded  in  reorganizing  its  own  structure;  it  has 
also  begun  the  even  more  difficult  task  of  reorganizing  the  field  of  exchange  and 
research  on  Japan  to  strengthen  American  purpose  in  the  emerging  international 
economic  and  technological  competition.  I  would  like  to  explain  this  point  more  fully. 
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Reorganization  of  the  Commission  and  of  the  field  of  activity  it  supports  has 
been  a  success,  but  that  success  has  been  bought  at  a  high  price.  As  it  moves  ahead  to 
reorganize  the  field  and  stimulate  research  on  salient  features  of  the  Japanese  political 
economy  and  the  bilateral  relationship,  the  Commission  is  less  and  less  able  to  meet  the 
growing  demand  for  support  of  the  activities  it  engenders  —  to  gather  information, 
generate  knowledge,  disseminate  that  knowledge  and  train  Americans  to  deal 
competently  and  effectively  with  Japan.  Last  year,  for  example,  in  my  testimony 
before  the  subcommittee,  I  described  the  National  Coordinating  Committee  on  Japanese 
Library  Resources,  created  in  1992  by  the  Commission  to  help  organize  the  expensive 
and  labor-intensive  task  of  acquiring  and  organizing  research  materials  on  Japan, 
especially  its  political  economy  and  corporate  organizations.  This  new  structure  has 
already  begun  to  help  us  systematically  assess  collections  of  research  materials 
concerning  Japan  for  the  first  time.  The  Commission  is  currently  engaged  in  the  effort 
to  help  find  a  permanent  home  and  staff  for  this  valuable  organization  that  provides  a 
national  perspective  not  only  on  the  strengths  of  our  research  capabilities  on  Japan  but 
their  weaknesses  as  well.  Such  weaknesses,  however,  require  significant  funds  to 
remedy.. 

This  one  example  reflects  the  new,  more  aggressive  initiatives  the  Commission 
has  begun  to  pursue  in  its  long-term  objective  of  bringing  the  results  of  research  and 
expertise  on  Japan  to  bear  on  public  policy  and  the  needs  this  engenders.  At  its 
September,  1993  meeting,  the  commissioners  took  a  significant  step  to  fulfill  this 
objective  by  approving  for  the  first  time  in  its  history  a  recommendation  to  issue  a 
request  for  proposals  on  a  specific  issue  in  Japan-US  economic  relations,  namely, 
Japanese  investment  in  Asia  and  its  impact  on  Japan-US  economic,  trade  and  political 
relations.  Given  the  funds  available  to  the  Commission,  the  commissioners  agreed  that 
we  must  take  an  active  and  aggressive  stance  in  shaping  the  proposals  that  come  to  us 
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and  in  focusing  the  use  of  our  funds  on  the  most  important  and  timely  subjects  possible. 
Through  a  broad,  consultative  process,  incorporating  the  views  of  officials  in  both  the 
executive  and  legislative  branches  as  well  as  experts  in  the  research  community,  the 
Commission  devised  the  language  for  its  request  and  disseminated  it  to  well  over  a 
thousand  appropriate  outlets  in  the  United  States.  The  results  of  this  first  round  of 
competition  will  not  be  known  until  the  Commission  meets  at  its  next  grant-making 
session  this  coming  April.  Nonetheless,  the  Commission  has  received  several  hundred 
inquiries  about  this  new  program  and  numerous  testimonials  about  its  importance, 
demonstrating  not  only  the  correctness  of  this  new  Commission  policy,  but,  more  to  the 
point,  the  enormous  pent-up  demand  in  the  American  research  and  policy-making 
communities  for  more  information  about  the  contemporary  Japanese  political  economy. 
The  demand  can  only  be  met  by  allocating  the  resources  necessary. 

It  is  my  hope  in  these  remarks  to  establish  with  the  members  of  the 
subcommittee  the  importance  of  the  topic  at  hand  —  the  bilateral  relationship  with  Japan 
—  not  only  for  American  foreign  policy  interests  but  for  its  economic  and 
competitiveness  policies  as  well,  and  the  unique  role  that  the  Commission  plays  in  our 
overall  relationship  with  Japan.  The  new  recognition  that  foreign  policy  cannot  be 
separated  from  domestic  economic  policy  is  embodied  in  the  Commission's  work.  It 
was  established  to  help  organize  our  understanding  of  Japan  —  its  culture,  society  and 
political  economy.  It  helps  organize  the  acquisition  of  printed  and  electronic  materials 
fundamental  to  research;  it  supports  research  projects  to  generate  new  knowledge  about 
Japan  based  on  that  material.  It  helps  disseminate  that  knowledge  through  the 
organization  of  conferences  involving  both  researchers  and  policy  makers  from  the 
public  and  private  sectors,  as  well  as  through  support  for  projects  in  the  media,  printed 
and  broadcast,  to  disseminate  that  knowledge  in  appropriate  forms  to  the  American 
public.  It  helps  to  foster  the  development  of  Americans  in  each  new  generation  who 
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are  competent  to  deal  with  the  Japanese  in  business,  education,  government,  the  arts 
and  public  affairs.  At  the  same  time,  it  helps  to  foster  a  firmer  basis  of  mutual  trust 
and  respect  in  the  relationship  through  sponsorship  of  collaborative  efforts  of 
Americans  and  Japanese  in  projects  ranging  from  the  arts  to  the  environment. 

I  would  like  to  offer  several  examples  of  the  work  the  Commission  has  done  in 
the  past  year  to  meet  these  goals.  It  has  continued  support  of  the  Interuniversity  Center 
for  Japanese  Language  Training  in  Yokohama,  an  American  institution  that  has  trained 
the  current  generation  of  Japan  experts  in  academe,  the  government  and  corporations, 
at  a  time  when  Japanese  sources  of  support  for  this  crucial  institution  have  begun  to  dry 
up.  In  research,  the  Commission  has  continued  support  for  the  Massachusetts  Institute 
of  Technology's  Japan  Program,  that  generates  readily  available  information  for 
general  consumption  about  newly-emerging  technologies  in  Japan  and  their  implications 
for  trade.  It  is  helping  start  up  several  major  new  research  projects  in  areas  of  critical 
concern.  For  example,  in  the  area  of  the  harmonization  of  domestic  competition 
policies,  such  as  fair  trade  regulation,  that  will  help  to  create  a  more  level  playing  field 
in  international  trade,  the  Commission  is  currently  supporting  two  separate  projects  at 
the  Institute  for  International  Economics  and  The  University  of  Washington 
respectively.  In  the  area  of  Japan-US  cooperation  on  nonproliferation  and  export 
control,  the  Commission  is  currently  supporting  a  major  project  at  the  Center  for  East- 
West  Trade  Policy  at  the  University  of  Georgia,  and  in  the  area  of  Japan-US 
cooperation  in  overseas  aid  and  development,  the  Commission  currently  is  supporting  a 
project  at  the  Economic  Growth  Center  at  Yale  University  to  develop  a  comprehensive 
framework  for  discussions  with  Japanese  counterparts  of  this  issue.  The  Commission 
looks  forward  to  results  from  these  projects  in  this  calendar  year  and  will  work  with  the 
organizing  institutions  to  make  certain  they  are  disseminated  broadly  and  effectively  in 
the  policy-making  community.  In  another  vein,  the  Commission,  for  example,  helps 
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organize  a  study  tour  to  Japan  for  senior  staff  from  Congress  whose  activities  are 
affected  by  Japan-US  relations  and  who  therefore  need  firsthand  encounter  with  the 
people  and  institutions  relevant  to  their  professional  concerns.  I  have  brought  samples 
with  me  today  of  the  publications  and  reports  of  similar  projects  from  the  past  year. 

Through  the  examples  above,  I  have  tried  to  give  you  an  idea  of  how  the 
changing  international  environment  has  changed  the  shape  of  the  Commission's 
programs  in  these  past  several  years.  While  remaining  true  to  the  original  intention  of 
the  Commission's  enabling  legislation  to  build  a  firm  foundation  of  mutual 
understanding  and  respect  between  the  two  nations  that  can  support  the  weight  of  the 
trade  and  economic  relationship  between  the  United  States  and  Japan,  the  Commission 
has  focused  its  priorities  increasingly  on  the  preparation  of  Americans  to  work  with  the 
new  challenges  that  Japan  has  put  before  us.  I  refer  you  to  the  full  listing  of  the 
programs  supported  in  1993  in  our  annual  report  for  that  year,  which  I  have  brought 
with  me. 

In  my  remarks,  I  hope  to  have  given  the  Members  of  this  subcommittee  a  sense 
of  the  vigor  with  which  the  Commission  approaches  the  task  set  before  it.  At  the  same 
time,  I  also  hope  to  have  given  something  of  the  sense  of  urgency  that  faces  the  United 
States  today  in  its  relations  with  Japan,  for  I  believe  that  our  needs  far  outstrip  the 
human  and  financial  resources  we  as  a  nation  currently  devote  to  the  problem.  For 
example,  the  national  aggregate  of  library  budgets  devoted  to  the  acquisition  of 
research  materials  on  Japan,  including  those  of  the  Commission  and  the  Library  of 
Congress,  are  no  longer  adequate  to  maintain  currency  with  the  flood  of  over  40,000 
titles  emanating  from  Japan  annually.  This  does  not  take  into  account  periodicals  or 
electronic  databases.  In  terms  of  language  training,  I  believe  that  we  as  a  nation  must 
begin  the  process  at  an  age  much  earlier  than  the  sophomore  level  in  college,  where 
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most  Americans  currently  start  their  study  of  the  language.  We  must  begin  at  the  high 
school  level.  I  believe  that  we  should  strive  to  send  able  college  students  to  Japan  for  a 
year,  to  acquire  full  competency  in  the  language  and  culture  if  they  wish  to  devote  their 
adult  careers  to  relations  with  Japan,  whatever  field  they  may  be  in.  In  research,  the 
Commission  watches  as  increasingly  the  best  proposals  are  filtered  off  to  Japanese 
sources,  with  all  the  burdens  of  legitimacy  that  such  sources  inevitably  impose  on  the 
results.  In  essence,  the  Commission  argues  that  we  must  take  back  the  agenda  for 
research  and  education  into  our  own  hands.  We  have  begun  to  do  this  by  creating  the 
National  Coordinating  Committee  for  Japanese  Library  Resources,  as  mentioned  above, 
as  well  as  plans  to  create  a  national  Japanese  language  high  school  curriculum.  The 
Commission  will  continue  to  work  towards  an  independent  US  agenda  within  available 
resources. 

In  appearing  before  the  subcommittee  today,  therefore,  my  foremost  purpose  is 
to  seek  budget  authority,  as  outlined  in  the  budget  request  previously  submitted,  for  the 
Commission's  earnings  in  order  to  meet  as  best  it  can  the  needs  presented  to  it.  The 
Commission's  programs  will  invest  in  the  education  and  training  of  Americans  to 
compete  effectively  with  Japan  in  this  new  interdependent  age.  I  would  also  note  that 
the  need  for  training  and  research  lie  as  much  on  site  in  Japan  as  they  do  here  in  the 
laboratories,  classrooms  and  boardrooms  of  America.  Thus,  the  yen  portion  of  our 
request  carries  a  significance  in  the  Commission's  programs  equal  to  that  of  the  dollar 
portion.  The  Commission  will  explore  new  ways  to  recapitalize  its  base  fund  in  the 
future  and  to  stimulate  investment  in  similar  activities  by  other  US  sources. 

I  have  not  dealt  with  the  details  of  the  Commission's  Fiscal  Year  1995  request 
in  this  testimony,  as  this  material  was  covered  in  our  formal  appropriations  request  that 
was  forwarded  to  you  earlier.  The  budget  authority  requested  remains  level  with  the 
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request  for  Fiscal  Year  1994  at  $1.25  million,  reflecting  a  static  return  on  the  fund. 
The  outlay  request,  at  $1,670  million,  allows  for  the  various  gifts  received  by  the 
Commission  that  are  not  covered  by  budget  authority.  I  repeat  once  again  that  the 
Commission  will  scrupulously  maintain  its  policy  of  not  drawing  down  on  its  principal 
to  cover  any  expenses. 

We  are  grateful  for  Congressional  approval  of  our  appropriations  request  for 
Fiscal  Year  1994  and  view  it  as  a  sign  of  continued  confidence  of  this  subcommittee  in 
the  work  of  the  Commission.  That  work  must  now  expand  rapidly  to  meet  the  new 
needs  to  invest  in  American  education  and  training.  The  Commission  must  take  a  role 
of  greater  leadership  in  helping  meet  those  needs  as  they  are  affected  by  the  US. -Japan 
relationship.  We  look  to  this  subcommittee  for  the  authority  and  resources  to  meet 
those  needs  in  Fiscal  Year  1995. 

Thank  you.  That  concludes  my  testimony.  I  would  be  happy  to  try  to  answer 
any  question  you  may  have. 
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Mr.  Skaggs.  Thank  you.  And  with  you  at  the  witness  table  is? 

Mr.  Pyle.  Yes.  I  am  sorry,  I  should  have  introduced  him  at  the 
beginning,  Dr.  Eric  Gangloff,  who  is  the  Executive  Director  of  the 
Commission,  and  he  will  be  happy  to  join  in  answering  any  ques- 
tions that  you  have  today. 

COMMISSION  RESPONSIBILITIES 

Mr.  Skaggs.  As  I  understand,  Mr.  Pyle,  your  principal  respon- 
sibilities are  on  the  faculty  at  the  University  of  Washington? 

Mr.  Pyle.  Yes,  I  am  a 

Mr.  Skaggs.  Is  the  Directorship  a  volunteer  activity? 

Mr.  Pyle.  I  am  at  the  Henry  M.  Jackson  School  of  International 
Studies,  the  University  of  Washington. 

Mr.  Skaggs.  How  much  time  do  you  spend  on  Commission  busi- 
ness? 

Mr.  Pyle.  Well,  that  is  very  hard  to  estimate.  I  talk  many  times 
during  the  week  by  phone  with  Dr.  Gangloff  and  the  staff.  We  fax 
back  and  forth.  I  would  estimate  several  hours  a  week. 

Mr.  Skaggs.  So  you  have  public  service  credits  in  your  academic 
evaluations  for  this,  correct? 

Mr.  Pyle.  I  put  on  it  my  vitae  and  that  is  as  far  as  it  goes. 

Mr.  Skaggs.  The  Commission  meets  regularly? 

Mr.  Pyle.  Twice  a  year  for  business  meetings  and  grant-making 
sessions,  and  we  have  different  meetings  at  different  times  during 
the  year.  Quite  often  we  have  meetings  in  Tokyo  that  relate  to  the 
Commission's  business. 

EXCHANGE  PROGRAMS 

Mr.  Skaggs.  And  you  receive  travel  and  per  diem  for  Commis- 
sion meetings? 

Mr.  Pyle.  That  is  correct,  yes. 

Mr.  Skaggs.  I  happened  to  have  gone  in  December  to  Tokyo  on 
one  of  the  exchange  programs.  Tell  me  what  the  financial  arrange- 
ments are  as  far  as  the  Commission's  involvement  in  that  legisla- 
tive exchange  program. 

Mr.  Pyle.  The  one  that  you  were  on? 

Mr.  Skaggs.  And  those  that  also  exist. 

Mr.  Pyle.  Why  don't  you  do  that,  Eric? 

Mr.  Gangloff.  We  on  the  Commission  attempt  to  support  the 
costs  of  the  U.S.  delegation  so  that  there  is  no  question  as  to  where 
the  funds  come  from. 

We  have  made  grants  regularly  on  this  program  that  you  partici- 
pated in  for  the  past  five  years  to  George  Washington  University. 
We  have  a  two-part  fund.  When  Congress  established  us  in  1975, 
they  gave  us  both  a  fund  of  dollars  and  a  fund  of  yen  which  the 
U.S.  Government  owns  in  Tokyo,  to  make  a  two-part  fund.  We  live 
off  the  interest  of  that  and  make  grants  from  our  interest,  and  we 
are  asking  for  permission  to  spend  that  interest  today,  essentially. 

When  we  make  a  grant  that  has  activities  in  both  countries — for 
example,  we  will  make  a  grant  to  George  Washington  University 
to  support  the  costs  of  airfare,  et  cetera  for  the  delegation,  and  in 
Tokyo  we  give  George  Washington  University  sufficient  yen  for 
your  hotel,  per  diem  costs,  transportation  in  Japan  and  the  like. 
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On  the  Japan  side,  a  private  foundation  in  Japan  supports  the 
costs  of  the  conference  sites,  et  cetera,  in  Japan  when  you  meet 
there,  and  for  a  return  trip  to  the  United  States  by  their  delegates, 
who  will  meet  with  you  in  the  spring,  I  understand. 

Mr.  SKAGGS.  I  don't  suppose  I  have  a  conflict  of  interest,  having 
participated  in  one  of  these  programs  in  dealing  with  your  budget, 
but  we  will  leave  that  for  further  exploration. 

Where  is  your  bureaucratic  home  within  the  United  States  Gov- 
ernment? 

Mr.  Pyle.  Well,  we  are  an  independent  Federal  agency. 

Mr.  Skaggs.  Do  you  make  submissions  directly  to  OMB? 

Mr.  Pyle.  That  is  right. 

Mr.  Gangloff.  Yes. 

TRUST  FUNDS 

Mr.  Skaggs.  By  what  accounting  do  the  appropriations  of  inter- 
est accruing  on  these  two  funds  end  up  counting  essentially  as 
budget  authority  that  is  scored  as  an  appropriation?  I  mean  it 
seems  like  an  anomalous  circumstance. 

Mr.  Gangloff.  It  is  unique,  and  at  certain  times  it  is  difficult 
to  account  for  by  anyone,  but  the  fact  is  the  principal  is  not  scored. 
Our  outlays  only,  the  interest  in  earnings  that  we  then  spend  are 
scored  against  the  budget. 

If  those  are  not  spent,  they  then  revert  to  the  accounts  that  this 
Commission  has  and  are  simply  rolled  over  to  the  next  year. 

Mr.  Skaggs.  This  is  beyond  the  scope  of  this  hearing.  I  suppose, 
and  as  this  is  my  second  year  on  this  subcommittee,  perhaps  I 
should  have  thought  of  this  last  year,  but  as  nice  it  is  to  see  you 
all  every  year,  it  really  strikes  me  as  odd  that  we  need  to  go 
through  this  exercise  since  you  basically  have  a  life-sustaining  fund 
and  are  stewards  and  trustees  of  that,  and  you  attend  to  it  to  make 
sure  that  you  continue,  and  if  you  do,  great,  and  if  you  should 
screw  up,  that  is  that. 

But  let  me  ask  you  about  the  stewardship  of  the  trust  fund.  I  un- 
derstand there  was  Senate  legislation  last  year  to  suggest  what  is 
called  here  a  "recapitalization."  I  am  not  quite  sure  what  that 
means,  whether  it  was  to  give  you  more  or  less  flexibility  in  the 
investments  that  can  be  made  with  the  trust  fund. 

Maybe  you  could  just  elaborate  on  how  you  manage  your  fiscal 
business  as  far  as  the  trust  fund. 

Mr.  Pyle.  Well,  we  are  hoping  to  recapitalize  the  Commission 
over  time,  because  we  figure  that  in  terms  of  purchasing  power  of 
the  trust  fund  that  was  established  by  Congress  in  1975,  we  prob- 
ably have  one-quarter  of  the  amount  that  we  did  in  those  early 
years. 

And  so  given  the  importance  of  the  relationship  right  now,  our 
hope  would  be  that  we  could  find  ways  to  increase  the  purchasing 
power  of  the  trust  fund  by  augmenting  it,  and  also  by  giving  us 
greater  discretion  to  invest  the  principal  of  the  fund. 

Mr.  Skaggs.  Is  it  limited  to  interest-bearing  investments  at  this 
point? 

Mr.  Pyle.  Yes. 

Mr.  Skaggs.  So  you  don't  have  the  flexibility  of  a  university  en- 
dowment, let's  say,  to  try  to  maximize  return  over  time? 
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Mr.  Pyle.  Not  at  all.  No  flexibility  at  all. 

Mr.  Gangloff.  The  issue  is  that  we  are  limited  to  Department 
of  Treasury  instruments  and  we  have  had  the  thought  that  we 
would  get  at  least  one  point  higher,  if  not  one  point  five  points 
higher,  if  we  had  the  flexibility  to  invest  in  other  government  secu- 
rities, such  as  GNMAs. 

Mr.  Skaggs.  But  getting  into  equities — you  are  not  even  suggest- 
ing that? 

Mr.  Gangloff.  We  are  not  even  suggesting  that.  It  is  not  pru- 
dent. 

Mr.  SKAGGS.  Well,  I  think  again  looking  at  a  university  endow- 
ment as  perhaps  an  appropriate  model,  I  think  there  are  very  pru- 
dent investment  policies  that  both  approach  the  goal  of  maintain- 
ing the  endowment,  but  also  engaging  in  enough  moderate  risk  in- 
vestment to  maximize  the  resources  that  are  prudently  available  to 
carry  out  the  purposes  of  the  organization. 

But  did  you  consider  and  simply  reject  that,  or  just  figure  the 
politics  of  it  were  impossible  for  you? 

Mr.  Pyle.  I  think  at  this  time  we  thought  it  was  unrealistic  in 
terms  of  the  politics  of  it.  And  so  we  sought  this  more  moderate 
goal  which  was  also  denied  to  us. 

Mr.  Skaggs.  So  that  was  defeated?  It  wasn't  that  it  wasn't  taken 
up? 

Mr.  Pyle.  Well,  it  has  been  turned  down  by  the  Department  of 
Treasury. 

Mr.  Gangloff.  Our  understanding  is  that  Treasury's  opinion 
was  not  sought  formally,  but  in  a  letter  which  we  sent  in  1992  to 
the  Department  of  Treasury  seeking  greater  authority  within  gov- 
ernment range;  the  Department  of  Treasury  wrote  back  simply  de- 
nying that. 

We  again  sought  that  possibility  in  our  submission  to  OMB  this 
year,  and  OMB  once  again  stated  that  that  would  be  denied. 

Mr.  Skaggs.  Well,  perhaps  it  is  something  that  we  can  consider 
in  our  deliberations  and  provide  some  help.  Heaven  knows  what 
would  be  saved  over  five  or  ten  years  in  your  not  having  to  go 
through  this  process  in  all  sorts  of  quarters. 

I  assume  you  have  been  in  touch  with  Mr.  Greenspan  to  encour- 
age an  increase  in  short-term  interest  rates. 

Your  statement  says  that  your  are  living  off  of  interest.  Is  there 
a  legal  proscription  against  tapping  into  principal  at  all? 

Mr.  Pyle.  We  have  the  legal  authority  to  spend  up  to  5  percent 
of  the  principal  per  annum.  During  the  1980s  in  particular,  the 
Commission  did  spend  into  principal  many  years,  with  the  result 
that  gradually  the  principal  was  being  drawn  down. 

So  two  or  three  years  ago  we  made  the  decision  as  a  Commission 
that  we  would  not  invade  the  principal  any  further,  because  if  we 
had  continued  that  way,  the  funds  simply  would  have  been  de- 
pleted by  the  end  of  the  1990s,  and  we  don't  see  the  United  States- 
Japan  relationship  being  out  of  the  woods  by  that  time  necessarily. 

Mr.  Skaggs.  So  the  principal  now  totals  how  much  in  both  ac- 
counts? 

Mr.  Pyle.  Do  you  have  that  figure,  Eric? 

Mr.  Gangloff.  In  the  dollar  account  we  have  $14.9  million  left 
out  of  $18  million  original  appropriation.   On  the  yen  side,  the 
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drawdown  was  not  as  drastic.  September  1992  is  my  most  recent 
figure — I  am  still  calculating  the  figure  for  1993 — is  3.538  billion 
yen,  which,  in  current  terms  would  equal  about  34  or  so  million 
dollars  worth  of  yen.  But  that  value  increases  and  decreases. 

Mr.  Skaggs.  Sure.  But  what  was  the  original  principal  amount 
on  the  yen  account? 

Mr.  Gangloff.  The  original  was  3.813  billion.  We  are  down  to 
3.583  billion  at  this  point. 

Mr.  Skaggs.  I  assume  that  there  are  both  exchange  rate  and  in- 
terest rate  assumptions  built  into  your  budget  request. 

Mr.  Pyle.  There  are. 

Mr.  Skaggs.  And  are  those  on  the  conservative  side? 

Mr.  Pyle.  I  think  so. 

Mr.  Gangloff.  Yes,  they  are  on  the  conservative  side.  The  inter- 
est rate  in  Japan,  where  we  are  also  constrained  in  investing  in 
Government  of  Japan  bonds,  has  simply  dropped  through  the  floor. 
Our  last  investment  was  1.65  percent  out  of  investments  that  had 
been  worth  about  6  percent,  we  immediately  dropped  to  that.  It  has 
had  a  very  drastic  effect  on  our  ability  to  fund  programs. 

On  the  other  hand,  the  value  continues  to  increase,  so  that  the 
balance  comes  out  to  be  approximately  an  even  yen  interest  in  dol- 
lar terms. 

Mr.  Skaggs.  Just  like  the  balance  of  trade  problem. 

Mr.  Gangloff.  There  are  many  similarities. 

DUPLICATION  WITH  OTHER  PROGRAMS 

Mr.  Skaggs.  There  are  a  lot  of  organizations  with  similar  mis- 
sion statements,  some  getting  some  public  money,  some  not.  I  real- 
ize since  you  are  established  by  congressional  act,  and  the  budget 
protocols  that  bring  you  here  are  as  they  are,  that  there  really  isn't 
any  logic  in  engaging  in  a  conversation  about  duplications  or  what- 
ever. But  I  am  curious  whether  you  make  a  point  of  trying  to  com- 
pare notes  with  any  of  the  other  players  in  the  international  rela- 
tions nonprofit  arena  that  do  cover  topics  similar  to,  or  missions 
similar  to  yours,  and  any  efforts  to  coordinate  and  avoid  duplica- 
tion. 

Mr.  Pyle.  We  do  that  as  a  regular  part  of  our  work,  and  in  fact 
I  serve  on  several  other  boards.  This  weekend,  for  example,  I  am 
on  the  advisory  committee  of  the  Japan  Foundation,  which  is  hav- 
ing its  annual  meetings  here  in  Washington. 

In  our  relationship  with  the  Japan  Foundation,  I  encourage  as 
much  as  I  can  their  support  of  university  library  collections  and 
certain  kinds  of  noncontroversial  standard  ways  in  which  support 
for  Japanese  studies  is  needed  in  this  country. 

I  see  the  Commission  as  fundamentally  devoted  to  the  American 
national  interest,  and  that  is  why  I  think  that  we  should  be  very 
self-conscious  about  focusing  on  issues  that  are  relevant  to  the  pol- 
icy-making community. 

Mr.  Skaggs.  Well,  I  have  also  participated  for  instance  in  the 
Brookings  JCIE  program,  and  it  has  struck  me  that  there  are 
similarities  in  perhaps 

Mr.  Pyle.  In  many  cases,  there  are  things  that  we  can  work  on 
together.  For  example,  one  of  our  most  precious  national  resources 
is  the  Inter-University  Center  for  Japanese  Language  Study  in  Yo- 
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kohama.  That  is  an  American — there  are  a  couple  of  Canadian  in- 
stitutions involved,  but  basically  American — institution  for  ad- 
vanced language  study. 

In  that  case,  the  Japan  Foundation  provides  considerable  support 
as  well  as  the  Commission.  So  it  is  a  kind  of  partnership.  There 
is  support  from  other  sources,  but  basically  it  is  the  Japan  Founda- 
tion and  the  Commission  that  are  the  most  important  supporters. 

Then  very  recently,  about  two  years  ago,  the  Japanese  Govern- 
ment set  up  a  Center  for  Global  Partnership  fund,  which  you  may 
have  heard  of.  It  is  sometimes  called  the  Abe  Fund  after  the  late 
Foreign  Minister  Abe.  And  that  has  a  principal  of  about  10  times 
the  size  of  the  Commission's.  And  they  sometimes  refer  to  the  Com- 
mission as  their  "elder  brother,"  in  a  sense,  that  from  the  Japanese 
side,  the  Abe  Fund  is  dedicated  really  to  serving  the  Japanese  na- 
tional interest  and  they  have  to  recognize  that. 

They  hope  to  do  two  things.  They  want  to  influence  the  grass- 
roots American  foreign  policy — American  attitudes  toward  foreign 
issues,  U.S.-Japan  issues  around  the  country,  and  secondly,  they 
want  to  influence  the  policy  elite.  And  so  we  don't  see  that  very 
large  new  fund  created  by  a  Japanese  government  as  in  any  sense 
a  substitution  for  the  Commission  because  it  really  has  a  very  dif- 
ferent kind  of  purpose  and  focus. 

Mr.  Skaggs.  Is  there  coordination  with  the  Brookings  JCIE  ex- 
change program  and  the  GW  program? 

Mr.  Gangloff.  I  can  speak  to  that  briefly.  The  JCIE  is  in  very 
close  consultation  with  the  Commission  on  a  regular  basis.  We 
have  provided  them  grants  from  time  to  time,  and  we  know  of  the 
Brookings  program. 

Our  feeling  is  that  legislative  exchange  needs  to  be  encouraged 
at  all  levels.  All  the  sources  putting  funding  into  it,  we  do  not  think 
are  sufficient  as  it  is,  and  therefore  don't  see  this  as  a  duplication 
of  effort,  but  rather  an  expansion  and  complementary. 

Mr.  Skaggs.  When  our  Japanese  colleagues  come  to  the  United 
States  in  alternation  with  us  under  the  GW  administered  program, 
do  we  pay  for  that,  or  is  that  funded  out  of  their  own 

Mr.  Gangloff.  They  pay  for  their  own  travel  and  per  diem,  but 
we  provide  the  funds  for  the  conference  rooms,  the  local  transpor- 
tation, for  example.  Last  year  they  were  to  go  up  to  Baltimore  to 
see  a  district  and  a  band  and  so  forth.  So  the  Commission  provides 
those  funds. 

And  when  you  go  to  the  other  side,  we  provide  the  airfare,  per 
diem,  and  so  forth. 

STAFFING 

Mr.  Skaggs.  How  many  paid  staff"  do  you  have? 

Mr.  Pyle.  We  have  the  executive  director,  two  program  officers, 
and  a  secretary.  And  then  there  is  a  further  FTE  to  cover  the  ex- 
penses of  the  18  commissioners. 

Mr.  Skaggs.  And  you  are  in  the  general  schedule — you  are  a  civil 
service  employee? 

Mr.  Gangloff.  Yes,  that  is  correct.  I  am  in  the  schedule.  Our 
commissioners  are  known  to  us  as  SGEs,  a  term  I  recently  discov- 
ered from  the  Office  of  Government  Ethics,  Special  Government 
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Employees,  but  they  do  not  receive  pay,  they  receive  reimburse- 
ment for  their  expenses  and  one  day's  honorarium  for  services. 

Mr.  Skaggs.  And  when  you  have  a  vacancy,  then  you  have  to  fol- 
low the  usual  civil  service  drill? 

Mr.  Gangloff.  For  our  staff,  that  is  correct. 

Mr.  Skaggs.  How  are  the  commissioners  selected? 

Mr.  Pyle.  Appointed  by  the  Director  of  USIA,  and  at  this  time, 
we  have  four  new  commissioners  coming  on  board,  and  actually  one 
additional  one  that  we  hope  will  be  ready  to  meet  with  us  in  April. 

They  are  part  of  the  legislation  we  are  hoping  to  have  passed 
which  would  make  it  explicit  that  commissioners  should  have  some 
professional  knowledge  of  U.S. -Japan  relations.  That  has  not  al- 
ways been  the  case  in  the  past,  and  we  would  like  to  make  provi- 
sion for  that. 

GRANT  APPLICATION  REVIEWS 

Mr.  Skaggs.  The  commissioners  really  are  the  peer  review,  if  you 
will,  of  grant  applications,  or  do  you  farm  them  out  to  get  some 
kind  of  ratings  from  outside  consultants? 

Mr.  Pyle.  We  farm  them  out,  depending  on  the  nature  of  the 
proposal.  The  staff  gets  each  one  of  the  proposals  and  after  consult- 
ing with  people  outside,  then  makes  a  recommendation  to  the  full 
Commission,  and  we  get  our  full  description  of  each  proposal  usu- 
ally a  month  ahead  of  time,  so  we  have  time  to  study  those,  and 
then  we  come  together  and  make  our  final  decisions. 

Mr.  Skaggs.  Are  those  usually  a  consensus  kind  of  process,  or  do 
you  end  up  having  split  votes,  or  what  is  the  internal  mechanics? 

Mr.  Pyle.  Well,  under  skillful  leadership  it  seems  to  favor  Japa- 
nese-style consensus,  but  there  have  been  split  votes  in  the  past. 

Mr.  Skaggs.  Okay.  We  will  have  a  few  questions  more  for  the 
record,  which  I  hope  won't  consume  an  FTE's  time  for  too  much  of 
the  fiscal  year,  and  we  appreciate  your  coming  very  much. 

Mr.  Pyle.  Thank  you,  very  much. 

Mr.  Skaggs.  We  are  adjourned. 

[The  following  questions  were  submitted  to  be  responded  to  for 
the  record:] 
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Questions  Submitted  by  Congressman  Skaggs 

Pending  Legislation 

QUESTION:  Last  year,  there  was  legislation  pending  in  the  Senate  Foreign  Relations 
Committee  (S.  768)  that  called  for  changes  in  the  Japan-U.S.  Friendship  Act,  including 
provision  of  authority  to  expand  the  scope  of  the  Commission's  investments  and  to 
recapitalize  the  Trust  Fund.  What  is  the  status  of  that  legislation?  Was  similar 
legislation  introduced  in  the  House? 

RESPONSE:  No  action  was  taken  on  S.  768  in  the  103rd  Congress,  1st  session. 
Similar  legislation  was  offered  by  Congressman  Wise  of  West  Virginia  on  September 
23,  1993  (H.R.  3139).  Again,  no  action  was  taken  in  the  first  session. 

Administrative  Costs 

QUESTION:  Please  provide  a  breakdown  of  the  Commission's  administrative  costs  for 
fiscal  years  1994  and  1995. 


RESPONSE: 

Fiscal  Year  1994 

Salaries  and  benefits 

243,700 

Rent 

33,500 

Travel 

25,500 

Communications 

17,500 

Printing 

4,000 

Other  services 

63,000 

Supplies 

2,800 

Fiscal  Year  1995 

Salaries  and  benefits 

250,000 

Rent 

35,000 

Travel 

25,000 

Communications 

17,000 

Printing 

7,000 

Other  services 

59,000 

Supplies 

3,000 

QUESTION:  What  is  the  average  GS  level  and  GS  salary  for  the  Commission? 

RESPONSE:  The  average  GS  level  for  the  Commission  is  GS  1 1.  The  average  GS 
salary  is  $42^434. 
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QUESTION:  From  1993  to  1994,  the  Commission's  salaries  and  benefits  increased  by 
less  than  1  percent.  From  1994  to  1995,  salaries  and  benefits  appear  to  have  risen  by 
about  10  percent.  How  do  you  explain  this  increase  when  there  was  no  increase  in  the 
FTE  level? 

RESPONSE:  The  Commission's  administrative  figures  show  a  somewhat  different 
pattern.  From  FY  1992,  at  $265,604,  the  Commission's  salaries  and  benefits 
decreased  to  $227,777  in  FY  1993,  the  result  of  replacing  a  senior  level  officer  with  a 
mid-level  officer.  This  was  a  decrease  of  14.2  percent.  In  FY  1994  the  estimated 
salaries  and  benefits  will  total  $243,700,  an  increase  of  $15,923,  or  7.0  percent.  This 
is  accounted  for  by  the  fact  that  the  executive  director  was  promoted  from  an  SES  HI  to 
SES  IV  level,  plus  mandated  locality  pay  (all  Commission  staff  working  in  the 
Washington,  DC  office).  In  FY  1995,  projected  salaries  and  benefits  will  be 
$250,000,  an  increase  of  $6,300,  or  2.6  percent. 

Gifts  and  Transfers 

QUESTION:  Gifts  and  transfers  enable  the  Commission  to  have  outlays  that  exceed 
budget  authority.  How  much  did  the  Commission  receive  in  gifts  in  FY  1994?  From 
whom?  How  much  was  received  in  transfers  and  from  whom?  What  is  anticipated  for 
FY  1995? 

RESPONSE:  The  Commission  received  no  gifts  in  FY  1994.  It  has,  however,  a 
remainder  of  approximately  $2  million  from  a  total  of  $5  million  received  in  three 
<7,  mmches)from  the  Government  of  Japan  between  1981  and  1987  and  plans  to  spend  this 
remainder  out  at  approximately  $420,000  a  year  until  depleted.  In  FY  1994  the 
Commission  received  $75,000  by  transfer  from  the  National  Endowment  for  the  Arts 
for  the  costs  of  a  jointly  organized  artists  exchange  program  to  Japan.  It  also  received 
$98,530  from  the  United  States  Information  Agency  to  help  organize  a  bi national 
advisory  panel  named  CULCON.  In  FY  1995,  the  Commission  does  not  anticipate 
receiving  additional  gifts.  It  anticipates  a  transfer  from  the  National  Endowment  for 
the  Arts  of  $75,000  to  continue  the  artists  exchange  program;  it  also  anticipates 
approximately  $140,000  from  the  United  States  Information  Agency  to  continue 
CULCON  activities,  which  will  include  a  major  binational  plenary  conference,  thus 
increasing  the  total. 

QUESTION:  How  actively  does  the  Commission  pursue  these  types  of  resources? 

RESPONSE:  The  Commission  does  not  actively  pursue  these  types  of  resources  at 
present.  It  cannot  expand  assistance  to  interagency  programs  without  further  Fits, 
which  it  does  not  anticipate.  It  will  reconsider  the  issue  of  further  gifts  from  the 
Government  of  Japan  when  the  current  gift  fund  is  depleted. 
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Duplication  with  Other  Programs 

QUESTION:  Aside  from  having  members  from  relevant  federal  and  private  agencies 
among  your  Commissioners,  is  there  a  systematic  way  that  the  Commission  ensures  no 
duplication? 

RESPONSE:  There  is  one  private  U.S.  agency  that  carries  out  work  similar  to  the 
Commission's  —  the  U.S. -Japan  Foundation;  there  are  two  Japanese  governmental 
agencies  that  also  carry  out  such  work  —  the  Japan  Foundation  and  the  Center  for 
Global  Partnership  (the  latter  also  known  as  "the  Abe  Fund").  Among  our  four 
agencies,  there  is  no  systematized  coordination,  which  from  the  Commission's  point  of 
view  would  be  problematic  for  the  integrity  of  our  programs.  The  four  agencies, 
however,  maintain  constant  informal  consultations  among  their  directors  and  chairmen. 
There  also  is  overlapping  membership  to  a  certain  degree  that  helps  ensure  there  is  no 
duplication. 

QUESTION:  Does  the  Commission  maintain  an  ongoing  inventory  of  projects  or 
studies  done  by  other  entities? 

RESPONSE:  All  three  entities  noted  above  publish  annual  or  semiannual  lists  of 
projects  they  are  supporting.  The  Commission  collects,  reviews  and  analyzes  all  such 
lists  to  maintain  currency  with  the  projects  of  the  others.  For  a  more  comprehensive 
view  of  the  state  of  current  research  on  Japan  underway  in  the  United  States,  the 
Commission  relies  on  the  database  of  the  National  Bureau  of  Asian  Research,  a  new 
clearinghouse  and  think  tank  in  Seattle,  Washington. 

QUESTION:  Who  are  the  members  of  your  Commission,  and  what  are  their 
affiliations? 

RESPONSE:  The  members  and  their  affiliations  are  as  follows: 

Dr.  Kenneth  B.  Pyle,  Chairman 
Jackson  School  of  International  Studies 
University  of  Washington 

The  Honorable 

Jane  Alexander 

Chairman 

National  Endowment  for  the  Arts 

Mr.  Burnill  F.  Clark 

President 

KCTS  TV,  Seattle 
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The  Honorable 

Joseph  D.  Duffey 

Director 

United  States  Information  Agency 

Dr.  Carol  Gluck 
Department  of  History 
Columbia  University 

The  Honorable 

Sheldon  Hackney 

Chairman 

National  Endowment  for  the  Humanities 

Mr.  David  I.  Hitchcock 
Chevy  Chase,  MD 

Mr.  Jeffrey  M.  Lepon 

Lepon,  McCarthy,  White  &  Holzworth 

Washington,  DC 

The  Honorable 

David  Longanecker 

Assistant  Secretary  for  Post-Secondary  Education 

Department  of  Education 

The  Honorable 

Winston  Lord 

Assistant  Secretary  of  State,  East  Asian  &  Pacific  Affairs 

Department  of  State 

Mr.  Thomas  E.  McLain 
Perkins  Coie 
Los  Angeles,  CA 

The  Honorable 
Frank  H.  Murkowski 
U.S.  Senate 

Ms.  Pauline  C.  Naftzger 
Beverly  Hills,  CA 

The  Honorable 

Thomas  Petri 

U.S.  House  of  Representatives 
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The  Honorable 

John  D.  Rockefeller,  IV 

U.S.  Senate 

Dr.  John  B.  Tsu 

John  F.  Kennedy  University 

Dr.  Robin  W.  Winks 
Department  of  History 
Yale  University 

The  Honorable 

Robert  Wise 

U.S.  House  of  Representatives 

OMB  Request 

QUESTION:  What  was  the  Commission's  FY  1995  request  submitted  to  OMB? 

RESPONSE:  The  Commission  requested  budget  authority  for  $2.47  million  of  interest 
earnings  and  $10  million  for  recapitalization  of  the  Japan-United  States  Friendship 
Trust  Fund. 

Publications 

QUESTION:  Did  the  Commission  produce  any  publications  in  FY  1994?  If  so,  what 
were  they  and  how  much  did  they  cost? 

RESPONSE:  The  Commission  has  produced  a  1994  version  of  On  the  Record,  a 
directory  for  the  U.S.  media  of  Japan  experts  in  the  United  States.  The  cost  is  $7,500 
for  printing  of  1,200  copies  and  $3,400  for  postage.  The  Commission  distributes 
1,000  copies  at  no  charge  to  various  media  outlets  across  the  United  States. 

QUESTION:  Did  the  Commission  charge  a  fee  for  any  of  these  publications?  If  so,  to 
whom  did  the  revenues  go? 

RESPONSE:  The  Commission  will  sell  approximately  200  copies  of  On  the  Record  to 
non-media  outlets  at  $30  per  printed  copy  and  $20  per  electronic  disc.  These  funds  are 
used  exclusively  to  help  offset  the  costs  of  printing  and  distributing  the  copies  sent  at 
no  cost  to  U.S.  media  outlets. 

Evaluation  of  Proposals 

QUESTION:  You  stated  that  the  Commission  receives  about  $5  million  worth  of 
requests.  How  do  the  Commissioners  select  and  rank  proposals  for  funding. 
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RESPONSE:  The  staff  summarizes  and  evaluates  the  merits  of  each  proposal  received 
and  makes  a  recommendation  to  the  commissioners  for  approval  or  denial  of  the 
request  in  light  of  overall  Commission  programs  and  priorities.  In  many  cases,  staff 
seeks  outside  evaluation  of  the  merits  of  the  proposals  from  professional  reviewers. 
For  example,  all  requests  in  the  arts  are  sent  to  the  disciplinary  panels  at  the  National 
Endowment  for  the  Arts.  These  evaluations  and  recommendations  are  then  presented  to 
the  commissioners,  who  meet  twice  a  year  to  make  funding  decisions.  The  authority  to 
make  such  decisions  rests  exclusively  with  the  board  of  eighteen  commissioners. 

National  Coordinating  Committee  on  Japanese  Library  Resources 

QUESTION:  How  much  of  the  Commission's  resources  were  devoted  to  the  National 
Coordinating  Committee  on  Japanese  Library  Resources  in  1993  and  1994?  How  much 
funding  will  it  require  in  1995? 

RESPONSE:  In  1993  the  Commission  provided  $30,300  and  ¥10,000,000. 
Expenditures  for  FY  1994  will  not  be  fully  calculated  until  the  end  of  the  FY  1994 
fiscal  year.  Currently,  the  Committee  is  requesting  $135,060  and  ¥10,000,000  for  a 
decision  at  the  Commission's  April  meeting.  The  Commission  anticipates  requests  for 
approximately  $97,500  and  ¥10,000,000  for  FY  1995. 

QUESTION:  What  are  the  prospects  for  finding  a  permanent  home  and  staff  for  the 
Committee?  Once  a  permanent  location  is  found,  will  the  costs  associated  with  the 
Committee  be  transferred  to  the  new  home? 

RESPONSE:  The  prospects  for  finding  permanent  staff  are  excellent.  Several 
attractive  candidates  have  already  been  identified.  The  Committee's  current  request  of 
$135,060  to  the  Commission  includes  $35,00tfor  salary,  benefits  and  operating  costs 
for  hiring  a  professional  director.  This  is  proposed  as  the  first  of  a  three-year  series  of 
such  grants,  during  which  time  the  director  would  both  implement  major  programs  of 
infrastructure  building  for  the  national  Japanese  library  community  and  design  a  long- 
term  financial  plan  aimed  at  rendering  the  Committee  financially  independent. 

The  prospects  for  finding  a  permanent  location  are  less  clear.  The  Commission 
envisions  that  the  costs  of  the  location  would  revert  to  the  new  home,  once  established. 
Thus,  a  site  prepared  to  house  non-profit  organizations  with  an  interest  in  exchange  and 
research  with  Japan  must  be  identified.  The  Commission  has  approached  the 
Department  of  the  Interior  to  seek  such  a  location  at  the  Presidio  in  San  Francisco. 
The  Department  of  the  Interior  indicated  interest  in  seeing  the  Committee  located  in  its 
new  Presidio  development  but  would  charge  rates  for  the  floor  space  set  by  the 
commercial  market  in  San  Francisco,  which  are  beyond  the  Commission's  or 
Committee's  means.  The  Commission  is  currently  devising  alternative  plans,  which  it 
will  ask  the  new  director  to  consider  in  her  or  his  long-term  plan  for  financial  self- 
sufficiency. 
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Inter-University  Center 

QUESTION:  How  many  students  apply  annually  to  the  Inter-University  Center  for 
Japanese  Language  Training?  How  many  enroll? 

RESPONSE:  An  average  of  105  students  apply  annually  for  admission  to  the  Center. 
The  Center  currently  enrolls  forty-eight  students  and  plans  to  increase  this  number  to 
sixty  by  annual  increments  of  four  students. 

QUESTION:   You  mention  that  Japanese  resources  for  the  Center  have  been  drying  up. 
What  has  been  the  level  of  Japanese  support?  How  much  funding  has  the  Commission 
provided? 

RESPONSE:  In  FY  1993  the  Commission  provided  ¥46, 170,000  to  the  Center.  In  FY 
1994  it  provided  ¥48,265,000  to  the  Center.  For  FY  1995,  the  Center  is  requesting  a 
grant  of  ¥50,678,250.  Japanese  funding  for  the  Center  is  provided  by  the  Japan 
Foundation,  a  government-funded  entity  concerned  with  promoting  the  study  of 
Japanese  language  and  culture  abroad.  In  FY  1993  and  FY  1994  the  Japan  Foundation 
provided  grants  of  ¥  49,200,000  each  year.  The  Japan  Foundation  notified  the  Center, 
however,  in  1993  that  it  could  no  longer  sustain  the  Center  indefinitely  as  it  had  in  the 
past.  The  Center's  Tokyo  director  and  the  US-based  board  of  directors  have  carried 
out  vigorous  discussions  with  the  Japan  Foundation  to  prevent  a  decrease  in  its  level  of 
support.  On  March  5,  1994,  however,  the  Senior  Vice  President  of  the  Japan 
Foundation  announced  at  a  meeting  in  Washington,  DC  that  despite  an  overall  increase 
in  the  Foundation's  funding  level  for  1994,  it  would  decrease  its  support  for  programs 
in  developed  countries,  including  the  United  States,  by  eight  percent  this  year.  This 
decrease  will  presumably  affect  the  Foundation's  support  for  the  Center. 

MIT's  Japan  Program 

QUESTION:  The  Commission  supports  a  program  at  the  Massachusetts  Institute  of 
Technology  that  generates  information  on  newly-emerging  technologies  in  Japan  and 
their  implications  for  trade.  In  what  form  does  this  information  come? 

RESPONSE:  The  information  is  distributed  in  eight  forms:  working  papers;  training 
programs;  a  video  series;  Technology  Forum  lectures;  Trilateral  Forum  dinners;  the 
MIT- Japan  Program  Report  on  Science,  Technology  and  Management  (a  newsletter); 
the  MIT-Japan  Program  Survey  on  U.S. -Japan  Defense  and  Dual-Use  Technology 
Cooperation,  and  a  newly-created  database  for  public  access  on  Japanese  technology. 

QUESTION:  Who  uses  this  information?  What  is  the  rate  of  usage/level  of  demand 
for  this  information? 


690 


RESPONSE:  The  MIT- Japan  Program  reports  that  a  broad  mix  of  corporate, 
government  and  academic  figures  use  its  technology  information  resources.  The 
Program  manager  provides  the  following  figures.  The  working  papers  (with  94  current 
titles,  and  approximately  12  titles  added  annually)  are  distributed  to  a  small  permanent 
mailing  list  of  about  20  outlets  in  government  and  corporations  and  receives 
approximately  200  requests  a  year  for  copies.  That  demand  rate  increases  annually. 
The  papers  are  also  distributed  at  all  conferences  where  MIT-Japan  researchers 
participate.  The  training  program  serves  its  corporate  and  government  sponsors 
exclusively,  with  approximately  400  persons  participating  in  1993.  (The  Program  has 
between  17  to  20  corporate  sponsors  annually.)  The  video  series  currently  has  IS  titles 
and  is  distributed  to  all  corporate  sponsors  and  is  available  upon  request  to  the  public. 
There  currently  is  a  one-month  backlog  of  orders.  The  Technology  Forum  lectures  are 
co-sponsored  with  area  foreign  affairs  organizations  on  a  monthly  basis,  with  20  to  30 
persons  attending  at  any  single  time.  The  same  format  applies  to  the  Trilateral  Forum 
dinners.  The  newsletter  is  published  six  times  a  year  and  is  distributed  at  no  cost  to 
over  1 ,000  outlets  nationwide.  The  Survey  on  Dual-Use  Technology  is  circulated  to 
over  300  government  offices  and  to  several  dozen  U.S.  and  Japanese  corporations. 
Finally,  the  database  is  currently  in  preparation  and  thus  has  no  track  record  yet. 


Thursday,  March  4,  1994. 

SMALL  BUSINESS  ADMINISTRATION 

WITNESSES 

ERSKINE  B.  BOWLES,  ADMINISTRATOR 

ARNOLD    S.    ROSENTHAL,    DHIECTOR,    OFFICE    OF    PLANNING    AND 

BUDGET 
GREGORY  A-  WALTER,  ACTING  COMPTROLLER 

Mr.  Mollohan  [presiding]. 

The  Committee  will  come  to  order.  The  Chair  would  like  to  yield 
to  Mr.  Price  so  that  he  might  introduce  our  witness  this  morning. 

Mr.  Price.  Mr.  Chairman,  I  appreciate  the  opportunity  to  intro- 
duce to  the  subcommittee  for  his  first  official  appearance  here  as 
the  administrator  of  the  U.S.  Small  Business  Administration,  Er- 
skine Bowles,  who  is  a  North  Carolinian  whom  we  are  very  proud 
of.  Unfortunately,  I  have  to  rush  off  to  a  Budget  Committee  meet- 
ing. 

We  are  preparing  to  bring  the  budget  resolution  to  the  Floor,  and 
so  I  have  the  usual  schedule  conflict  here.  But  I  wanted  to  be  here 
this  morning  to  welcome  Erskine  to  the  Committee  and  to  inform 
my  colleagues  of  what  a  great  job  he  is  doing  at  the  Small  Business 
Administration  and  how  glad  we  are  to  have  him  here  before  the 
subcommittee  in  this  capacity. 

I  would  like  to  submit  for  the  record  a  more  extended  biographi- 
cal sketch  of  Mr.  Bowles.  Let  me  just  say  here  today  that  he  is  a 
member  of  a  distinguished  family  in  our  State.  In  fact,  his  father 
was  a  candidate  for  governor — Erskine  managed  that  campaign 
years  ago.  In  the  1970s  he  was  an  instructor  in  finance  at  the  Uni- 
versity of  North  Carolina  at  Charlotte.  He  is  a  graduate  himself  of 
UNC,  Chapel  Hill. 

So  he  has  grown  up  in  our  State,  been  a  successful  businessman 
there.  For  a  number  of  years,  in  fact,  from  1975  until  his  nomina- 
tion last  year  to  head  the  SBA,  he  was  chairman  and  the  chief  ex- 
ecutive officer  of  Bowles,  Hollowell,  Conner  &  Company — a  well 
known  Charlotte  investment  banking  firm. 

Erskine  has  served  in  a  number  of  public  roles.  Besides  teaching, 
he  has  served  the  community  in  other  capacities.  He  has  been  a 
member  of  the  boards  of  visitors  at  three  North  Carolina  colleges 
and  universities,  as  well  as  a  member  of  the  board  of  trustees  of 
several  secondary  schools  in  the  Charlotte  area. 

Of  course  today  we  are  primarily  recognizing  him  as  a  successful 
businessman  who  is  now  taking  that  business  experience  and  ex- 
pertise and  applying  it  to  the  work  of  the  Small  Business  Adminis- 
tration. 

So  we  are  very  glad  to  have  Erskine  here.  Of  course  we  are  very 
proud  of  him  as  a  North  Carolinian. 
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Mr.  Mollohan.  Thank  you,  Mr.  Price.  We  very  much  welcome 
Mr.  Bowles  to  the  Committee,  and  especially  with  that  introduc- 
tion. I  assure  you  that  as  you  are  fulfilling  your  responsibilities  at 
the  Budget  Committee,  we  will  treat  him  well  and  have  the  benefit 
of  his  good  thoughts  here  during  your  absence.  And  if  while  you  are 
over  there  you  would  cover  for  me,  I  would  appreciate  it. 

The  Committee  very  much  welcomes  Mr.  Bowles.  We  are  consid- 
ering the  Small  Business  Administration's  1995  budget  request 
first  up  this  morning.  The  SBA's  request  is  comprised  of  $216,153 
million  for  Salaries  and  Expenses,  $8,452  million  for  the  Inspector 
General,  $445,551  million  for  the  Business  Loans  program  account, 
$130,461  million  for  the  Disaster  Loans  program  account,  and 
$5,369  million  for  the  Surety  Bond  program. 

[Clerk's  note. — Subsequent  to  the  hearing,  the  following  infor- 
mation was  provided:] 

The  printed  amounts  for  Salaries  and  Expenses,  Business  Loans  and  Disaster 
Loans,  do  not  reflect  the  administrative  expenses  transfer. 

The  total  request  of  $805,986  million  for  the  agency  is  an  in- 
crease of  $8,299  million  above  the  fiscal  year  1994  appropriated 
level,  including  the  Disaster  Loans  Contingency  Fund  which  was 
recently  made  available  for  obligation. 

Mr.  Bowles,  we  will  insert  the  budget  justifications  submitted  in 
support  of  this  request  into  the  record  at  this  point.  Since  this  is 
your  first  appearance,  although  Mr.  Price  has  done  a  very  nice  job 
introducing  you  to  the  Committee,  we  will  also  insert  your  bio- 
graphical sketch  into  the  record  at  this  point. 

[The  justification  follows:] 
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FY  1995  CONGRESSIONAL  SUBMISSION 
EXECUTIVE  SUMMARY 


Mission  and  Scope: 


The  Small  Business  Administration  (SBA)  was  established  as  an  independent  agency 
of  the  Federal  government  in  1953  to  administer  a  concentrated  set  of  Federal 
programs  and  policies  focused  on  the  small  business  community  of  our  Nation. 

The  policy  of  Congress  relative  to  the  SBA  is  summarized  in  15  U.S.C.  631     "It  is  the 
declared  policy  of  the  Congress  that  the  Government  should  aid,  counsel,  assist  and 
protect,  insofar  as  is  possible,  the  interests  of  small-business  concerns  in  order  to 
preserve  free  competitive  enterprise,  and  to  maintain  and  strengthen  the  overall 
economy  of  our  Nation." 

The  SBA  programs  and  initiatives  proposed  in  our  FY  1995  Budget  request  will 
accomplish  the  stated  policy  of  Congress  to  aid,  counsel  and  assist  by  stimulating  the 
small  business  sector  of  our  nation's  economy  and  thereby  contributing  to  overall 
economic  growth.    We  believe  that  this  budget  recognizes  the  President's  commitment 
to  assuring  that  the  SBA  can  and  will  give  America's  small  business  owners  the  best 
customer  service  possible.  This  budget  request  will  provide  specific  emphasis  on 
assuring  that  all  segments  of  the  economy  should  have  equal  access  towards  receiving 
the  benefits  of  the  SBA's  programs 


New  Small  Business  Initiatives: 


The  Administration  is  committed  to  expanding  opportunities  in  economically  distressed 
rural  communities,  inner  cities,  and  among  minorities  and  women-owned  businesses. 
To  accomplish  this  task,  one  of  the  primary  initiatives  proposed  is  the  "One  Stop 
Capital  Shop."  a  job  creation  program  which  combines  several  of  SBA's  economic 
resources  into  a  program  tool  to  be  used  in  tandem  with  Empowerment  Zones  and 
Enterprise  Communities.    The  combination  of  Small  Business  Lending  Companies 
(SBLCs),  Small  Business  and  Specialized  Small  Business  Investment  Companies 
(SBIC/SSBICs),  Certified  Development  Companies  (CDCs),  and  Micro  lenders,  with 
business  development  advice  by  our  Small  Business  Development  Centers  (SBDCs) 
and  the  Service  Corps  of  Retired  Executives  (SCORE),  will  significantly  expand  our 
ability  to  meet  the  demands  of  starting  and  growing  small  businesses  in  economically 
depressed  regions.    This  proposal  will  allow  us  to  focus  our  resources  on  distressed 
areas  with  only  minor  increases  in  funding,  thereby  relieving  hardship  without  across- 
the-board  increases  in  program  funding    In  addition,  combining  the  delivery  of  SBA's 
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financial  and  business  development  programs  at  one  location  will  provide  a  more  user- 
friendly  and  streamlined  approach  to  servicing  our  customers. 

In  step  with  the  "One  Stop  Capital  Shop"  initiative,  the  SBA  will  develop  a 
number  of  Business  Information  Centers  (BICs),  which  will  provide  the  latest 
in  high-technology  hardware,  software  and  telecommunications  to  assist  small 
businesses.    BICs  use  state-of-the-art  personal  computers,  graphics 
workstations,  CD-ROM  technology  and  interactive  videos  which  provide  the 
small  business  owner  or  manager  access  to  market  research  databases,  planning 
and  spreadsheet  software,  and  vast  libraries  of  information  to  help  them  start  or 
build  their  businesses.    A  BIC  also  offers  one-on-one  counseling,  typically  with 
seasoned  business  veterans,  members  of  SCORE  or  SBDC. 


EMPOWERMENT  ZONES 
(Dollars  in  Millions) 


1 

Budget  Authority 

Proeram  Level 

1994 

1995 

1994 

1995 

7(A) 

- 

$7.3 

- 

$268.2 

Micro  Loans 

- 

.6 

- 

4.5 

SSBIC 

- 

4.4 

- 

15.0 

SBIC 

- 

2.4 

- 

15.0 

504-CDC 

- 

.4 

- 

72.0 

Subsidy  Total 

- 

15.1 

- 

374.7 

Micro  Grants 

- 

1.1 

- 

- 

BICs 

- 

.7 

- 

- 

Project  Management 

- 

1.7 

- 

- 

Sub-Total 

; 

15 

- 

: 

TOTAL 

■ 

$18ji 

; 

$374.7 
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Another  new  initiative  proposed  in  our  FY  1995  Budget  is  the  Export  Assistance 
Centers.   The  goal  of  this  initiative  is  to  provide  US  exporters  with  information  on  all 
export  promotion  and  export  finance  activities  of  the  Federal  Government,  to  assist 
exporters  in  identifying  which  Federal  programs  may  be  of  greatest  assistance,  and  to 
help  them  access  those  programs.    The  first  four  Export  Trade  Assistance  Centers  will 
be  established  in  Los  Angeles,  Baltimore,  Miami,  and  Chicago.    These  Trade 
Assistance  Centers  represent  a  joint  effort  between  the  SBA,  the  Department  of 
Commerce,  and  the  Export  Import  Bank.    The  Office  of  International  Trade  (OIT),  in 
conjunction  with  field  offices  and  other  SBA  program  offices,  will  work  with  other 
public/private  trade  groups  to  develop  and  implement  trade  activities  targeting  specific 
industries  and  markets.    OIT  will  continue  to  promote  increased  usage  by  small 
businesses  of  the  Export  Revolving  Line  of  Credit  (ERLC)  and  the  International  Trade 
Loan  (ITL)  program  by  training  SBA  field  staff  and  working  with  private  lending 
institutions    We  are  requesting  $3.2  million  for  this  initiative  to  support  the  four 
centers  opening  in  1994  and  ten  additional  centers  in  1995. 

For  several  years  the  SBA  has  encouraged  lenders  to  increase  the  amount  of  financial 
assistance  to  those  individuals  who  need  $100,000  or  less  to  open  or  expand  a  small 
business    One  of  the  main  reasons  given  by  lending  institutions  for  not  making  SBA 
guaranty  loans  at  and  below  this  level  is  the  amount  of  paperwork  and  cost  versus 
return  on  loans  of  this  size.    Accordingly,  another  new  initiative  proposed  is  the  Low 
Documentation  Loan  Program,  a  pilot  program  intended  to  streamline  the  loan 
application  process  for  guaranty  loans  in  the  amount  of  $100,000  or  less  by  using 
limited  documentation  in  the  processing  and  approval  of  loans.    For  loans  at  or  below 
this  level,  lenders  and  the  SBA  will  rely  primarily  on  the  individual  applicant's 
personal  and  business  credit  history  as  an  indication  of  the  ability  and  willingness  to 
repay  a  loan.    The  reaction  of  small  businesses  to  this  program  to  date  has  been 
overwhelmingly  positive.    Since  this  program  was  piloted  in  San  Antonio,  Texas,  we 
have  approved  147  loans  for  $7  3  million    The  program  has  brought  many  small 
lenders  back  to  the  small  business  market.   The  average  loan  size  to  date  has  been 
under  $50,000  and  the  average  small  business  being  lent  to  has  only  four  employees. 
18.3%  of  the  loans  have  gone  to  women,  and  23.8%  to  minorities. 

Small  businesses  are  continuing  to  find  it  difficult  to  obtain  dependable  lines  of  credit 
for  contracts,  seasonal  needs,  and  growth  periods.    Recent  economic  and  banking 
related  problems  have  made  this  type  of  borrowing  exceedingly  difficult,  and  in  some 
instances  almost  impossible,  for  small  businesses  to  obtain.    Accordingly,  another  new 
initiative  proposed  by  SBA  is  to  offer  a  working  capital  line  of  credit  program  which 
will  function  as  a  revolving  line  of  credit  that  will  meet  the  short  term  cyclical 
financing  needs  of  small  business  owners  over  a  sustained  period  of  time. 

Under  the  Section  503  program  (active  through  1986),  the  Treasury  made  direct  loans 
to  small  businesses  to  finance  fixed  assets  such  as  facilities  and  equipment.    In  doing 
so,  Treasury  required  borrowers  to  pay  penalties  for  early  payment  equal  to  the 
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difference  between:  (i)  the  revenue  Treasury  would  have  received  at  the  old,  higher 
rates;  and  (ii)  what  Treasury  would  receive  if  it  invests  the  prepayment  amount  at 
today's  lower  rates.    These  prepayment  penalties  are  onerous  and  hinder  many  of  the 
roughly  3,500  firms  (representing  a  portfolio  of  $567  million)  from  attracting 
additional  capital  and  subsequently  expanding  and  creating  new  jobs.    Accordingly,  the 
SBA  is  requesting  an  additional  $30  million  to  be  used  to  adjust  the  503  prepayment 
penalty  to  that  in  our  current  504  program.    This  funding  will  allow  the  SBA  to  pay 
Treasury  prepayment  penalties  on  behalf  of  503  borrowers  so  that  they  can  continue  to 
grow  and  create  more  new  jobs. 

Another  Agency  initiative  involves  expanding  the  Fresno  commercial  loan  servicing 
center  by  adding  business  loans  from  the  Denver  and  Seattle  regions,  and  establishing 
a  new  servicing  center  in  Little  Rock,  Arkansas,  which  will  initially  service  loans  from 
the  Atlanta  and  Dallas  regions.   This  proposal  will  enable  loan  servicing  personnel  in 
SBA's  district  and  branch  offices  to  devote  more  time  to  loans  that  are  seriously 
delinquent  or  in  liquidation,  thereby  reducing  the  number  of  these  accounts  and 
increasing  the  probability  of  greater  dollar  recovery.    Additionally,  the  absence  of 
routine  portfolio  servicing  activities  will  release  more  staff  time  for  loan  processing 
and  lender  oversight. 

In  keeping  with  the  Agency's  commitment  to  restructure,  reorganize  and  reinvigorate 
the  SBA  to  become  more  efficient  and  effective,  another  Agency  initiative  involves  a 
plan  to  centralize  the  processing  of  the  Preferred  Lenders  Program  (PLP)  into  a  single 
location  as  part  of  the  Sacramento  Branch  Office.    A  centralized  PLP  processing 
location  will  bring  consistency  to  the  operation  of  the  program,  will  attain  a  better  risk 
management  analysis  of  each  lender,  will  enable  SBA  to  lower  operating  costs  due  to 
economies  of  scale,  and  will  allow  lenders  to  operate  under  the  PLP  status  across  state 
or  regional  lines. 

Another  Agency  initiative  is  to  redesign  and  expand  the  8(a^  program  to  be  a  true 
business  development  program  that  provides  technical  and  financial  assistance  to 
minority-owned  firms  to  enable  them  to  compete  in  the  mainstream  of  the  economy. 
We  will  be  proposing  a  complete  legislative  package  that  outlines  the  proposals  for 
this  program. 

In  keeping  with  the  Administration's  priority  to  alleviate  the  credit  crunch  for  small 
businesses,  and  taking  into  account  our  record  of  providing  women  entrepreneurs  SBA 
7(a)  loans,  the  Agency  is  developing  a  pre-qualification  process  aimed  at  increasing 
the  number  of  SBA  loans  to  women.    This  initiative  involves  the  establishment  of  a 
Women's  Pre-Qualification  Loan  Pilot  Program  in  the  Chicago  District  Office  to 
aggressively  increase  to  15%  the  number  of  women  business  owner  recipients  of  SBA 
7(a)  guarantee  loans.    Over  time,  this  pilot  program  will  be  expanded  to  additional 
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sites  in  Albuquerque,  New  Mexico;  Helena,  Montana;  New  Orleans,  Louisiana; 
Columbus,  Ohio;  Charlotte,  North  Carolina;  San  Francisco,  California,  and  Salt  Lake 
City,  Utah. 

New  User  Fee  Initiatives: 

Several  new  user  fees  to  borrowers  are  proposed  by  the  SBA  to  help  recover  the 
administrative  expenses  of  certain  agency  activities  such  as  the  subordination  of  liens, 
loan  assumptions,  reamortization  of  loans,  and  substitution  of  collateral.    A  user  fee  of 
approximately  $75  per  loan  would  be  assessed.   This  assessment  is  consistent  with 
standard  commercial  lending  practices,  where  borrowers  are  routinely  charged  amounts 
ranging  from  $200-$300,  and  is  expected  to  generate  a  total  of  $7.2  million 

Other  proposed  user  fees  include:  a  fee  to  defray  the  costs  of  Small  Business 
Development  Centers  (SBDC's);  a  fee  for  SBA  publications;  and  a  fee  to  defray  a 
portion  of  the  costs  associated  with  the  Agency's  computer-based  electronic  bulletin 
board  (SBA-On-Line).   Each  of  these  provide  a  valuable  service  to  our  customers. 

SBDCs  provide  management  and  technical  assistance  to  small  businesses  through 
counseling  and  training  workshops    We  propose  to  establish  a  $15  per  hour  fee  for 
SBDC  customers.  The  SBDC  user  fee  will  be  based  on  the  number  of  hours  utilized 
for  counseling  purposes  and  is  expected  to  generate  $17  million  per  year.    This  will 
encourage  the  full  participation  of  the  client  as  a  result  of  his/her  own  investment  of 
time  and  money. 

The  Agency  plans  to  establish  a  nominal  charge  for  publications  distributed  by  SBA  to 
help  offset  the  costs  of  a  planned  increase  in  dissemination.  These  charges  would 
range  from  about  $2  00  to  $5.50  per  publication.    We  expect  these  increases  to 
generate  $1.2  million  in  revenues. 

The  final  fee  involves  charging  users  for  certain  optional  features  on  the  Agency's  first 
computer-based  electronic  bulletin  board    This  service  (SBA  On-Line)  provides 
immediate,  around-the-clock  access  to  information  on  SBA's  services,  publications  and 
programs,  and  provides  users  access  through  electronic  gateways  to  other  bulletin 
boards  that  contain  information  important  to  small  businesses    The  current  1-800 
number  was  provided  to  SBA  at  no  cost  for  the  first  year  only.   Due  to  the 
overwhelming  response  to  this  service  (approximately  800,000  calls  received  since  last 
year),  the  1-800  number  in  FY  1995  will  only  be  provided  for  initial  access  to  SBA's 
general  information.    Users  who  wish  to  access  other  bulletin  boards  through  the 
electronic  gateways  or  who  want  to  post  and  receive  messages,  will  be  assessed  a  user 
fee.    This  fee  is  expected  to  generate  $1  million  in  revenues  to  offset  the  expected 
$1.5  million  cost  of  providing  this  service    The  Agency  is  planning  to  charge  an 
average  annual  user  fee  of  about  $35,  which  is  approximately  one-fourth  of 
comparable  commercial  rates  for  similar  services 
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Proposed  Reorganization  of  the  SBA: 

Given  the  important  role  small  business  plays  in  revitalizing  the  American  economy 
and  the  general  need  to  do  more  with  less,  the  SBA  has  developed  a  reorganization 
plan  that  streamlines  its  operations  and  positions  more  of  its  resources  where  small 
business  owners  are  located.    The  plan  takes  into  consideration  the  growing  need  for 
our  services,  and  the  needs  and  ideas  of  our  customers,  lenders  and  employees.    The 
result  is  a  new  structure  that  makes  the  SBA  a  more  responsive  and  customer-oriented 
Agency  while  acknowledging  the  severe  financial  constraints  we  face    The  proposed 
plan: 

•  Seeks  to  deliver  SBA  programs  and  services  in  an  efficient,  coordinated,  user 
friendly  manner; 

•  Takes  a  customer-oriented  approach  to  program  and  service  delivery;  and 

•  Transfers  people,  assets  and  decision  making  to  the  actual  offices  that  are  closest 
to  our  customers,  the  owners  of  small  businesses. 

The  reorganization  plan  also  provides  for  the  transfer  of  a  number  of  employees  from 
the  headquarters  and  the  Regional  Offices  to  our  District  Offices.    This  step  will 
enable  the  Agency  to  deliver  improved  customer  service  in  a  more  efficient  manner. 
Over  the  next  year,  we  hope  to  transfer  at  least  210  people  to  our  68  District  Offices 
through  voluntary  relocation,  attrition  and  through  the  right-sizing  of  our  Regional 
Offices.   The  Agency  will  retain  its  ten  Regional  Offices,  but  will  streamline  and 
reorganize  them  for  greater  efficiency  and  effectiveness.    Each  Regional  Office  will 
continue  to  have  general  oversight  duties,  with  responsibility  for  assisting  their  District 
Offices  in  meeting  Agency  goals  and  objectives  on  a  timely  and  consistent  basis.   This 
part  of  the  reorganization  plan  is  also  consistent  with  the  Administration's  commitment 
to  reducing  overhead  expenses  and  duplicative  management  positions  while  at  the 
same  time  making  the  SBA  a  more  responsive  and  customer-oriented  Agency. 

The  revised  organization  has  three  major  Program  offices  at  the  Associate  Deputy 
Administrator  level.    These  Program  offices  are:  Economic  Development;  Government 
Contracting  and  Minority  Enterprise  Development;  and  Management  and 
Administration. 


Economic  Development: 

The  new  Office  of  Economic  Development  will  combine  most  of  the  Agency's  finance 
and  business  assistance  programs  to  enhance  the  effectiveness  of  our  program  delivery 
system  and  enable  the  SBA  to  achieve  operating  efficiencies  by  combining  similar 
functions.    The  new  office  will  include:  Financial  Assistance;  Surety  Guarantees; 
Investment;  International  Trade;  Women's  Business  Ownership;  Small  Business 
Development  Centers;  Veteran's  Affairs;  and  Business  Initiatives,  Education  and 
Training,  which  includes  the  Service  Corps  of  Retired  Executives  (SCORE) 
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The  General  Business  loan  program  helps  small  businesses  struggling  to  obtain  bank 
lending  because  of  adverse  economic  conditions  and  geographic  or  other  disparities  in 
credit  markets.    We  are  requesting  increased  funding  levels  for  our  7(a)  lending 
program  to  assure  that  credit-worthy  small  businesses  have  access  to  capital    The  $7  5 
billion  requested  for  FY  1995,  including  empowerment  zone  program  funding,  plus  the 
estimated  carryover  of  almost  $1.5  billion,  will  bring  our  total  availability  close  to  $9 
billion.    This  will  allow  SBA  to  make  approximately  36,000  7(a)  loans  to  small 
businesses.    According  to  a  study  by  Price  Waterhouse,  this  level  will  result  in  the 
initial  employment  of  an  estimated  576,000  workers  and  the  eventual  maintenance  and 
creation  of  880,000  jobs  over  the  next  four  years.   The  Agency  is  planning  to  continue 
its  effort  to  provide  smaller  loans  to  a  greater  number  of  small  businesses,  which  will 
have  the  effect  of  further  increasing  job  development. 


7(a)  GENERAL  BUSINESS 
(Dollars  in  Millions) 


Fiscal  Year 

Subsidy 
Rate  (%) 

Subsidy 

Budget 

Authority 

Program 
Level 

Increase 

%  Change 

1992  Actual 

4.85       % 

$272.8 

$5,624.3 

$      - 

% 

1993  Actual 

5.21         1/ 

3340 

6,409.9 

7856 

14.0 

1 994  Estimate 

2.15 

150.5       2/ 

7,0000       2/ 

590.1 

9.2 

1995  Request 

2.73 

245.6       3/ 

8,995.0      4/ 

1,995.0 

28.5 

1/    Weighted  average,  includes  subsidy  rate  of  5  47%  for  eleven  months  and  2.75%  for  one  month 

2/    Projected  usage  estimated  at  12/1/93. 

3/    Includes  estimated  carryover  of  subsidy  budget  authority  of  $38.5  million  and  $7.3  million  for 

empowerment  lending. 
4/    Includes  estimated  carryover  in  program  level  of  $1.45  billion  and  empowerment  zone  estimate  of 

$268  million. 
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Our  request  of  $2.1  billion  for  the  Development  Company  lending  programs  is  based 
on  anticipated  demand  for  these  programs  in  FY  1995.    During  the  13  years  (FY  1981- 
1993)  that  the  503/504  program  has  been  operational,  over  600  Certified  Development 
Companies  (CDCs)  have  been  certified;  390  are  currently  active.    CDCs  have  funded 
more  than  $9  billion  in  combined  fixed-asset  financing  to  assist  more  than  13,500 
small  businesses.   The  programs  are  based  on  partnerships  between  the  SBA  and  local 
development  companies  with  representation  from  local  business,  government,  and 
lending  institutions.    SBA  assistance  is  leveraged  with  local  financial  resources. 
About  341,000  jobs  have  been  created  or  saved  as  a  result  of  these  efforts.    In  FY 
1995,  even  more  emphasis  will  be  placed  on  job  creation  with  an  estimated  additional 
230,000  jobs  created  or  maintained. 


502/504  DEVELOPMENT  COMPANY 
(Dollars  in  Millions) 


Fiscal  Year 

Wgt     Ave 

Subsidy  Rate 

(%) 

Subsidy 

Budget 

Authority 

Program 
Level 

Increase 

%  Change 

1992  Actual 

0.76      % 

$5.0 

$655.3 

$     - 

-     % 

1993  Actual 

0.76 

6.5 

852.1 

196  8 

30.0 

1 994  Estimate 

0.54 

5.7 

1,040.0 

187.9 

22.0 

1995  Request 

0.58 

12.4       1/ 

2,128.9       2/ 

1,088.9 

104.7 

1/  Includes  empowerment  zone  estimate  of  $.4  million  in  subsidy  budget  authority. 
2/  Includes  empowerment  zone  estimate  of  $72  million  in  program  level. 
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The  Small  Business  Investment  Company  (SBIC)  Program  is  an  important  source  of 
equity  and  subordinated  debt  financing  for  small  businesses    Government  funds 
supplement  private  capital  in  independent  venture  capital  investment  companies. 
During  the  past  year,  this  program  has  been  strengthened  by  the  addition  of 
experienced  management  and  the  development  of  a  new  participating  security,  which 
will  allow  SBICs  to  secure  "patient"  capital  to  match  their  long  term  venture 
investments.   Title  IV  of  PL  102-366,  Small  Business  Credit  and  Business  Opportunity 
Enhancement  Act  of  1992,  when  implemented  will  significantly  increase  the  flow  of 
private  capital  into  the  program. 

For  FY  1995,  we  are  requesting  $730  million  in  program  level  support  for  the  SBIC 
Program,  including  SS00  million  for  the  participating  security  at  a  subsidy  rate  of 
8.99%,  and  $230  million  for  debentures,  at  a  subsidy  rate  of  15.99%  for  regular  SBICs 
and  29.59%  for  Specialized  SBICs.   Of  the  $230  million  for  debentures,  $165  million 
will  be  available  to  regular  SBICs,  up  from  $100  million  in  FY  1994,  and  $65  million 
to  the  Specialized  SBICs,  up  from  $17.9  million  in  FY  1994. 


SBIC  PROGRAM 
(Dollars  in  Millions) 


Regular  SBIC 

Specialized  SBIC 

Focal 
Year 

Subsidy 
Rate  (%) 

Subsidy 

Budget 

Authority 

Pro  grin 
Level 

Subsidy 
Rate(H) 

Subsidy 

Budget 

Authority 

Pro  gram 
Level 

1992  Actual 

14.29      % 

$8  6 

$60.1 

27.30      % 

$3  4 

$12.3 

1993  Actual 

15.40 

98 

63.4 

28.88 

3.2 

11.0 

1994  Estimate 

11.36       1/ 

35.0 

307.8        2/ 

29.92 

53 

17.9 

199S  Request 

10.73       3/ 

71.4         4/ 

665.2        5/ 

8/ 

29.59 

19.2        6/ 

65.0        7/ 

(1)  Subsidy  rale  is  *  blended  rale  of  9  00%  for  Participating  Securities  sod  16.25%  for  subordinated  debentures. 

(2)  Includes  S207.8  million  in  program  level  for  Participating  Securities. 

(3)  Subsidy  rale  is  a  blended  rate  of  8.99%  for  Participating  Securities  and  1 5.99%  for  subordinated  debentures. 

(4)  Includes  S2.4  million  in  subsidy  budget  authority  for  Empowerment  Zone. 

(5)  Includes  SI  5  million  in  program  level  for  Empowerment  Zone. 

(6)  Includes  $4.4  million  in  subsidy  budget  authority  for  Empowerment  Zone. 

(7)  Includes  SI  5  million  in  program  level  for  Empowerment  Zone. 

(8)  Includes  $165.2  million  of  debentures  and  $500  million  of  Participating  Securities. 
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In  the  disaster  loan  program,  we  require  a  subsidy  cost  of  $52  million  which  will  fund 
a  program  level  of  $412  million.    The  disaster  program  provides  financial  assistance 
through  direct  loans  not  only  to  small  businesses  but  also  to  homeowners  and  other 
businesses  that  have  suffered  financial  or  property  loss  in  a  disaster.   This  request 
includes  a  legislative  initiative  to  increase  the  interest  rate  on  disaster  loans  to  the 
Treasury  cost  of  money  plus  one  point  (estimated  at  6.93%) 


DISASTER  ASSISTANCE 
(Dollars  in  Millions) 


Fiscal  Year 

Subsidy 
Rate  (%) 

Subsidy 

Budget 

Authority 

Program 
Level 

Increase 

%  Change 

1992  Actual 

33.93      % 

$265.3 

$781  7 

$     - 

-       % 

1993  Actual 

20.58 

291  9 

1,418.6 

636.9 

81.5 

1994  Estimate 

22.99 

352.8       1/ 

1,534.7      2/ 

116.1 

8.2 

1995  Request 

12.67 

52.2 

411.6 

(1,123.1) 

(73.2) 

1/  Includes  carryover  of  $132.8  million,  released  contingency  of  $145.0  million  and  $75.0  million 
contingency  not  activated.    Does  not  include  $254.75  million  supplemental. 

2/  Includes  carryover  of  $577.8  million,  released  contingency  of  $630.7  million  and  $326.2  million 
contingency  not  activated.   Does  not  include  $1.1  billion  supplemental. 
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The  total  subsidy  budget  authority  request  for  the  business  credit  program  (including 
program  funding  in  the  empowerment  zones)  and  disaster  credit  programs,  is  $400 
million  which  will  support  over  $10.9  billion  in  loan  activity. 

AGENCY  CREDIT  PROGRAMS 

(Dollars  in  Millions) 


Subsidy  Bud 

get  Authority 

Program  Level 

1993 

1994 

1995 

"93 -'95 

1993 

1994 

1995 

•9V95 

|  PROGRAM 

Actual 

Avail. 

Request 

% 

Actual 

Avail. 

Request 

'A 

9  Direct 

$165 

S16.32 

S    - 

-   % 

$76.0 

$77.5* 

$ 

-     % 

fl  7(a)  General 
|  Lending 

334.0 

150.53 

24S.64 

(26) 

6.409.9 

7.000.03 

8.995.04 

40 

Dev  Co.1 

6.5 

5.7 

12.4 

91 

852.1 

1.040.0 

2,128.9 

150 

Inv.  Gty.' 

12.9 

40.3 

906 

655 

74.4 

325.7 

730.3 

882 

Micro  - 
Gty1 

- 

- 

7.9 

- 

- 

- 

65.0 

- 

Disaster 

291.9 

352.85 

52.2 

(82) 

1.418  6 

1.534.75 

411.6 

(71) 

503 
Prepymt. 

- 

- 

30.0 

- 

- 

- 

30.0 

- 

Total 
Availability 

661.8 

5656 

4387 

(34%) 

8,8310 

9,9779 

12,360  8 

40% 

Less 
Carryover 

- 

- 

38.4 

- 

- 

1.450.9 

Total 
Request 

$661.8 

$565.6 

1400.3 

(40%) 

$8.8310 

$9,977.9 

$10  909  9 

24% 

1/  Includes  Empowerment 

2/  Reflects  projected  usage  for  Microloans  of  $2.8  million  BA  and  $27.5  million  for  program 

level.    Does  not  include  carryover  of  $52.9  million  program  level  and  $5.4  million  BA. 

3/  Projected  usage  estimated  at  12/1/93 

4/  Includes  Carryover  of  $38.5  million  in  subsidy  B/A  and  $1.45  billion  in  program  level. 

5/  Includes  Carryover,  and  all  contingency  funds.  Excludes  that  portion  transferred  to  S&E 
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The  Surety  Bond  Guarantee  (SBG)  program  assists  qualified  small  contracting  firms  in 
obtaining  a  bid,  payment,  or  performance  surety  bond.    SBG  provides  this  assistance 
by  guaranteeing  up  to  90  percent  of  the  losses  sustained  by  participating  surety 
companies.    SBA's  bond  guarantees  provide  the  inducement  necessary  for  the  surety 
companies  to  issue  bid  or  contract  bonds  for  small  contractors.    SBA  receives  a 
portion  of  the  surety  bond  premium  and  a  guarantee  fee  from  the  contractor  for  each 
final  bond  guarantee.    With  a  loss  rate  of  approximately  2  percent,  this  program  boasts 
a  98  percent  success  rate  that  has  resulted  in  net  government  procurement  savings 
estimated  in  excess  of  $1.6  billion  after  offsetting  program  losses.    In  FY  1993,  SBG 
guarantees  helped  to  create  47,000  jobs,  and  over  a  billion  dollars  in  contracts  were 
infused  into  the  small  business  community. 

The  Office  of  Surety  Guarantees  (OSG)  is  responsible  for  the  operation  of  the 
Preferred  Surety  Program.    SBA  proposes  to  operate  its  Surety  Program  in  the  future 
exclusively  through  its  Preferred  Surety  Program.    Legislation  to  permanently  establish 
the  Preferred  Surety  Program  will  Tie  submitted  shortly.    With  increased  utilization  of 
the  Preferred  Surety  Program,  SBA  will  provide  program  oversight  using  only  ten 
positions  in  the  Headquarters  office.    This  full  participation  of  preferred  sureties  would 
result  in  savings  in  administrative  costs  of  $2.2  million  in  FY  1995.    The  Office  of 
Surety  Guarantees  would  no  longe   be  required  to  perform  underwriting,  claims  or 
recovery  duties.   These  duties  would  be  performed  by  the  preferred  surety  companies. 

For  the  Surety  Bond  program  we  have  requested  a  program  level  of  $1.8  billion    This 
level  of  guarantee  authority  will  be  used  to  support  the  preferred  program.    We  are 
also  requesting  $5.4  million  in  new  budget  authority  to  provide  funding  to  honor 
claims. 

The  Agency's  Economic  Development  programs  also  promote  the  establishment, 
vitality  and  growth  of  small  business  by  providing  technical  support,  evaluating  the 
effectiveness  of  training  and  counseling  programs  and  allocating  resources.    Specific 
programs  include  assisting  women-owned  and  veteran  businesses,  promoting 
international  trade,  expanding  private  sector  partnerships,  and  overall  small  business 
development  marketing  and  outreach. 

The  primary  goal  of  the  Office  of  Women's  Business  Ownership  (OWBO)  is  to 
increase  the  SBA's  support  of  and  service  to  the  women-owned  business  constituency. 
This  segment  of  the  small  business  population  represents  some  32  percent  of  all  small 
businesses,  but  has  been  historically  under-represented  in  the  programs  and  the 
activities  of  the  Federal  government.    As  we  expand  our  outreach  to  these  businesses, 
we  increase  the  economic  impact  of  women-owned  businesses.    We  are  requesting 
$500  thousand  to  continue  implementation  of  the  Demonstration  Project  Program. 
This  will  provide  funding  for  approximately  5  new  demonstration  projects  in  FY  1995. 
The  continued  needs  of  women  business  owners  for  technical  and  managerial 
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assistance  will  be  met  through  the  SBDC  network  and  by  the  FY  1995  requested 
increase  in  the  Micro  Loan  Grant  Program.    Currently,  50%  of  the  Micro  Loan 
participants  are  businesses  owned  by  women.    In  addition,  through  our  increased 
emphasis  on  7(a)  lending  to  women  and  through  the  implementation  of  the  Women's 
Pre-qualification  Pilot  Loan  Program,  we  anticipate  increasing  the  availability  of 
capital  to  women  business  owners. 

The  Office  of  Business  Initiatives,  Education,  and  Training  (BIET)  continually  assesses 
the  needs  of  prospective  entrepreneurs  and  existing  small  business  owners  so  as  to 
nurture  small  business  in  pre-start  and  start-up  phases  and  to  assist  small  business 
through  growth  and  maturity  phases.   The  Office's  focus  on  outreach  and  educational 
training  is  best  demonstrated  in  its  Business  Information  Center  (BIC)  Program  which 
provides  access  in  one  location  to  high  tech  hardware,  software,  and 
telecommunications  with  on-site  SCORE  counseling.    BIET  is  also  responsible  for 
administering  SBA  On-Line,  which  is  a  computer  based  national  electronic  bulletin 
board  that  provides  a  national  calendar  of  events,  information  on  SBA,  and  other 
government  programs.   Other  programs  administered  by  the  Office  of  BIET  include 
the  Service  Corps  of  Retired  Executives  (SCORE),  which  provides  free  counseling  and 
low  cost  training  to  the  small  business  community.    SCORE  utilizes  the  efforts  of  over 
13,000  volunteers  operating  from  378  chapters  and  nearly  500  branch  offices  across 
the  Nation.    In  FY  1993,  volunteers  counseled  175,893  clients  and  trained  another 
1 13,328  in  4,037  workshops.    Our  request  for  the  SCORE  Program  in  FY  1995  is  $3.1 
million. 

During  FY  1995,  the  Office  of  Veterans  Affairs  (OVA)  will  continue  its  efforts  to 
provide  a  comprehensive  outreach  program  to  America's  veteran  community  and 
veteran-owned  small  businesses  throughout  the  country.   This  will  be  accomplished  by 
working  with  veterans  and  veterans'  groups  throughout  the  regions,  sponsoring 
conferences  and  seminars  to  explain  SBA's  programs,  extending  entrepreneurial 
training  and  counseling  for  veterans,  and  training  veterans  on  how  to  do  business  with 
the  Federal,  state  and  local  governments.    During  FY  1993  the  ten  Regional  Offices 
participated  in  over  1,000  conferences  that  addressed,  in  part,  Veteran's  issues    SBA, 
through  its  resource  partners,  counseled  and  trained  over  100,000  veterans,  provided 
transition  training  at  135  military  installations  and  maintained  activity  in  27 
communities  impacted  by  base  closures  in  FY  1993.    SBA  also  guaranteed  $826 
million  in  loans  to  veterans  in  FY  1993  and  projects  over  $1  billion  in  lending  to 
veterans  in  FY  1995. 
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The  Small  Business  Development  Center  (SBDC)  Program  has  one  unifying  purpose  - 
to  further  economic  development  through  the  provision  of  management  and  technical 
assistance  to  small  businesses.    SBDCs  are  located  in  49  states,  with  a  network  of 
approximately  56  lead  centers  and  868  subcenters.    This  economic  development 
resource  is  designed  to  assist  small  businesses  by  linking  Federal,  state,  and  local 
governments  and  the  private  sector  to  provide  management  and  technical  assistance  to 
the  small  business  community.    In  1993,  SBDCs  counseled  230,483  clients  and  trained 
326,289  clients.    From  1977  through  1993,  SBDCs  have  counseled  a  total  of  1,487,523 
small  business  clients  and  have  trained  2,821,892  clients.    The  Agency  is  requesting 
$67  million  for  this  program  in  FY  1995. 


Office  of  Government  Contracting  and  Minority  Enterprise  Development: 

The  new  Office  of  Government  Contracting  and  Minority  Enterprise  Development 
(GC/MED)  includes  the  renamed  offices  of  Procurement  Assistance  (PA),  Minority 
Small  Business  and  Capital  Ownership  Development  (MSB/COD),  Innovation, 
Research  and  Technology  (OIRT),  and  Size  Standards. 

The  SB  A  has,  with  the  implementation  of  P.L.  100-656,  the  Business  Opportunity 
Development  Reform  Act  of  1988,  renewed  and  increased  its  commitment  to  the 
minority  and  disadvantaged  small  business  community.    The  fulfillment  of  this 
commitment  is  being  accomplished  not  only  through  the  traditional  programs 
established  in  the  offices  of  Minority  Small  Business  and  Capital  Ownership 
Development  (MSB&COD),  Financial  Assistance,  and  Investment  Assistance,  but  also 
across  all  programs  and  activities  of  the  SBA. 
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In  all  activities,  we  are  addressing  a  need  to  have  minority  and  disadvantaged  firms 
considered  in  the  mainstream  of  our  programs.    In  FY  1993,  the  SB  A  approved 
approximately  4,250  loans  valued  at  approximately  $1.0  billion  to  minorities.  This 
represents  only  15%  of  our  business  loans  going  to  minorities  or  disadvantaged  firms 
The  opportunities  we  provide  to  these  firms  are  essential  to  the  growth  and  expansion 
of  the  small  business  community.    In  FY  1995  we  are  requesting  $8.1  million  for  the 
7(j)  program  to  provide  managerial  and  technical  assistance  primarily  directed  to  8(a) 
certified  firms.    In  FY  1993,  the  8(a)  program  awarded  5,414  contracts  for  $4.7  billion. 


MINORITY  ACTIVITY 
(Dollars  in  Millions) 


Fiscal 
Year 

7(a)  loam  to 

African 
Americans 

7(a)  loans  to 
Hispanics 

7(a)  loans  to 
Asians 

7(a)  loans  to 
all  minorities 

Total  7(a)  loans 

8(») 
Contracts 

70) 
Funding 

S 

% 

S 

% 

S 

% 

S 

% 

S 

S 

S 

1989 

J70.0 

2.1% 

$35  3 

2.6% 

S182.5 

5.5% 

$357.8 

10.8% 

$3.2994 

$900 

$80 

1990 

74.2 

1.9 

123.7 

3.2 

258.7 

6.7 

484.6 

12.6 

3.8434 

2.837 

80 

1991 

76.8 

1.9 

144.1 

3.5 

375.2 

9  1 

626.1 

15.3 

4.1038 

2.458 

7.8 

1992 

107.2 

1.9 

224.1 

4.0 

467.3 

83 

8363 

14  9 

5.624.3 

4.800 

7.9 

1993 

125.7 

2.0 

277.3 

43 

544.1 

8.5 

994.5 

15.5 

6.409.9 

4.700 

7.6 
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The  Office  of  Procurement  Assistance  aims  to  ensure  that  small  businesses 
receive  a  fair  share  of  government  procurement  and  sales.   This  is  done  through 
a  network  of  procurement  center  representatives  working  through  major 
government  installations  for  the  continuous  monitoring  of  government 
procurement  and  sales  activity.    Additionally,  commercial  market 
representatives  maintain  liaison  to  over  2,100  major  prime  contractors  to  the 
government.   This  office  manages  the  Procurement  Automated  Source  System 
(PASS),  which  contains  the  productive  capabilities  of  approximately  242,000 
small  firms  for  use  by  procurement  officials.    In  addition,  this  office  is 
responsible  for  the  issuance  of  Certificates  of  Competency  (COC)  to  document 
a  firm's  ability  to  perform  certain  government  contracts. 

We  estimate  that  savings  of  more  than  $200  million  can  be  provided  through 
the  Prime  Contracts  program  and  the  COC  program  by  increasing  competition 
for  Federal  contracts  in  FY  1995. 

The  Prime  Contracts  program  will  monitor  and  manage  the  Traditional 
Procurement  Center  Representatives  and  Breakout  Programs  to  identify 
procurement  opportunities  for  small  businesses  and  to  achieve  savings  through 
increased  competition.    The  Breakout  program  projects  over  $175  million  in 
savings  to  the  government  as  a  result  of  Breakout  activity  in  FY  1995.    The 
surveillance  program  will  provide  in-depth  reviews  of  major  acquisition 
activities  to  assist  small  business  activity. 

The  issuance  of  a  COC  indicates  that  a  responsible  small  business,  which  is  the 
low  offeror  on  a  specific  procurement,  will  be  awarded  a  contract  that 
otherwise  would  have  gone  to  a  higher  offeror.   The  COC  is  conclusive  as  to 
responsibility  and  contracting  officers  are  directed  to  award  a  contract  without 
requiring  the  firm  to  meet  any  other  requirements  with  regard  to  responsibility 
and  eligibility.   Total  savings  for  COCs  issued  over  the  past  two  fiscal  years 
exceeded  $62  million,  an  amount  representing  the  difference  between  the  offer 
submitted  by  the  COC  contractor  and  the  offer  submitted  by  the  next  offeror. 

In  addition,  through  our  Natural  Resource  Sales  Assistance  program  during  the 
first  half  of  FY  1993,  small  business  was  awarded  over  724  individual  Federal 
timber  sales,  representing  approximately  796  million  board  feet  of  saw  timber 
at  a  return  to  the  government  of  nearly  $257  million.    Small  business  awards 
represented  64  percent  of  total  Federal  saw  timber  sold  in  the  first  half  of  FY 
1993.   The  small  business  timber  program  assures  that  the  small  business 
community  will  receive  its  historical  fair  share  of  Federal  timber  through  small 
business  set-asides. 

Public  Law  101-515,  Natural  Resource  Development  Program,  authorizes  the 
SBA  Administrator  to  make  grants  to  any  state  for  the  purpose  of  contracting 
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with  small  business  to  plant  trees  on  land  owned  or  controlled  by  the  state  or 
local  government.  We  obligated  $29.6  million  in  FY  1993  and  we  were 
appropriated  $18  million  in  FY  1994.    For  FY  1995  we  are  not  requesting 
funding  for  this  program. 

Office  of  Management  and  Administration: 

The  Office  of  Management  and  Administration  will  continue  with  relatively 
little  change.    Responsibilities  for  direction,  implementation  and  reporting  of 
management  initiatives  and  mandated  reports  will  be  reassigned  from  the  Office 
of  Program  Review  to  the  Office  of  Comptroller 

We  are  upgrading  our  training  programs  to  assure  that  SBA  personnel  are 
better  trained  within  the  major  program  areas  such  as  Economic  Development 
and  Minority  Enterprise  Development.    We  are  requesting  employee  training  in 
the  amount  of  $4.2  million,  a  $3.2  million  increase  over  the  FY  1994  level,  to 
further  support  these  efforts. 

Advocacy: 

The  Office  of  Advocacy  is  responsible  for  gathering  data  on  small  businesses 
and  maintaining  a  Small  Business  Data  Base.    This  data  base  is  the  only 
private  or  publicly  available  source  of  detailed  information  on  the  small 
business  contribution  to  the  economy.    Its  development  and  maintenance  has 
been  the  major  project  of  the  Office  of  Advocacy.    The  Small  Business  Data 
Base  is  developed  with  no  paperwork  burden  to  the  small  business  community. 
Advocacy,  through  purchases  from  private  sources  and  interagency  agreements 
with  federal  statistical  agencies  (IRS,  Bureau  of  Labor  Statistics,  Bureau  of  the 
Census,  Federal  Reserve  Board),  organizes,  edits  and  analyzes  large  quantities 
of  small  business  data. 

The  Agency  is  requesting  $2.5  million  in  FY  1995  for  the  White  House 
Conference  on  Small  Business.   This  conference  is  being  conducted  to  increase 
public  awareness  of  the  essential  contribution  of  small  business;  to  identify  the 
problems  of  small  business;  to  examine  the  status  of  minorities  and  women  as 
small  business  owners;  to  assist  small  business  in  carrying  out  its  role  as  the 
Nation's  job  creator;  and  to  assemble  small  businesses  to  develop  such  specific 
and  comprehensive  recommendations  for  executive  and  legislative  action  as 
may  be  appropriate  for  maintaining  and  encouraging  the  economic  viability  of 
small  business  and,  thereby,  the  Nation. 


713 


US   SMALL  BUSINESS  ADMINISTRATION 


18 


Conclusion: 


In  conclusion,  more  than  nine  out  of  every  ten  businesses  are  small  firms  that, 
together,  produce  almost  one-half  of  the  Gross  National  Product  and  employ 
over  one-half  of  the  Nation's  work  force.    As  labor  intensive  sources  of 
employment,  small  firms  continue  to  absorb  workers  as  many  of  the  Fortune 
500  companies  lay  off  employees  through  downsizing.    Employment  in 
industries  dominated  by  small  business  has  increased.    Throughout  the 
economic  cycle,  small  firms  continued  to  create  jobs  at  a  faster  rate  than  their 
larger  counterparts.    Small  businesses  benefit  society  by  providing  sources  of 
employment  and  development  for  minorities,  women,  and  young  and  older 
workers,  and  serve  as  a  vehicle  for  innovation  and  change  in  the  Nation's 
fluctuating  economy. 

For  the  SBA  to  support  the  Administration's  effort  to  stimulate  the  economy 
through  the  small  business  sector  and  to  address  the  pressing  need  to  reduce  the 
cost  of  federal  programs,  we  are  requesting  budget  authority  of  $806  million, 
which  is  approximately  one  percent  above  the  $798  million  appropriated  for  FY 
1994  but  33  percent  below  the  amount  appropriated  in  FY  1993. 


(Dollars  in  Millions) 

FY  1993 

FY  1994 

FY  1995 

Difference 
('93  to  '95) 

Actual 

Approp. 

Request 

Amount 

Percent 

Total  Budget 
Authority 

$1,208 

$798 

$806 

($402) 

(33.3%) 

Total  BA  excl. 
Disaster 

806 

638 

733 

(73) 

(9.0) 
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FY  1995  CONGRESSIONAL  SUBMISSION 
LEGISLATIVE  PROPOSALS 

This  budget  submission  includes  a  number  of  proposals  and  initiatives  that  will 
require  legislation  prior  to  enactment  by  the  Administration.    In  addition,  there 
are  other  non-budgetary  legislative  initiatives  that  the  Small  Business 
Administration  wishes  to  propose  for  FY  1995.    A  legislative  package  will  be 
prepared  in  accordance  with  the  provisions  of  revised  OMB  Circular  A- 19,  and 
submitted  to  OMB  for  clearance.   This  package  will  include  both  budgetary 
and  non-budgetary  initiatives. 

A  highlight  of  some  of  these  initiatives  follows: 

*  Authorize  the  appropriation  for  SB  A  Credit  programs  for  FY  1995  and 
beyond. 

*  Increase  the  interest  rate  on  all  disaster  loans  to  Treasury  market  rate  plus 
one  point. 

*  Eliminate  the  SBA  requirement  to  submit  a  quarterly  report  to  the 
Congressional  committees  on  the  Business  Loan  and  Disaster  Loan 
Liquidating  accounts. 

*  Consolidate  the  revolving  accounts  -  Business  Loan  and  Investment, 
Disaster  Loan  and  Pollution  Control  Equipment  Contract  Guaranteed  -  into 
one  fund. 

*  Allow  SBA  to  compute  interest  expense  on  the  liquidating  funds  as  a  pass- 
through  of  interest  collected  rather  than  on  the  formula  provided  in  the 
legislation. 

*  Establish  four  user  fees  to  offset  existing  administrative  costs  (SBDC  user 
fee,  publication  fee,  portfolio  servicing  fee  and  SBA-  On-Line  fee). 

*  Substitution  of  guarantee  loans  for  direct  loans  in  all  business  program  areas 
including  changing  Micro  loan  program  from  direct  to  guaranty  loan 
program. 
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FY  1995  CONGRESSIONAL  SUBMISSION 

BUDGET  AUTHORITY  AND  OUTLAYS 

($  IN  THOUSANDS) 


BUDGET  AUTHORITY 

FY  1993 

ACTUAL 

FY  1994 
APPROPRIATION 

FY  1994 
AVAILABILITY 

FY  1995 
REQUEST 

PROGRAM  OPERATING  EXPENSES 
DISASTER  OPERATING  EXPENSES 
NON-CREDIT  INITIATIVES 
EMPOWERMENT  &  EXPORT  ASST  CTR. 

$272,158 
109,733 
143,058 

$273,634 

19.869 

136.235 

$273,634 
147.730         1/ 
140.306         2/ 

$291,225 

20.471 

99.827 

6.772 

TOTAL  S&E  (Fieludinji  IG) 

$524,949 

$429,738 

$561,670 

$418,295 

INSPECTOR  GENERAL 
BUSINESS  LOAN  SUBSIDIES 
503  PREPAYMENT  SITBSIDIES 
EMPOWERMENT  ZONE  SUBSIDIES 
DISASTER  LOAN  SUBSIDIES 
SURETY  BONDS 
USER  FEE  OFFSETS 

8.198 
369.967 

291.941 
13.020 

7.962 
212,987 

140,000 
7.000 

7.962 
257^06         2/ 

352.838         1/ 
7.000 

8,452 

302.950 

30.000 

15.117 

52.153 

5.369 

-26,350 

AGENCYWIDE 

$1,208,075 

$797,687 

$1,186,776 

$805,986 

OUTLAYS 

FY  1993 
ACTUAL 

FY  1994 
APPROPRIATION 

FY  1994 
AVAILABILITY 

FY  1995 
REQUEST 

PROGRAM  OPERATING  EXPENSES 
DISASTER  OPERATING  EXPENSES 
NON-CREDIT  PROGRAMS 

$258,550 
104.246 
134,470 

$287,242 
29.485 

146.235 

$287,242 
157.346         1/ 
150.306         2/ 

$286,168 
20.471 
104,393 

TOTAL  S&E  (Excluding  IG) 

$497,266 

5462,962 

$594,894 

$411,032 

INSPECTOR  GENERAL 
BUSINESS  LOAN  SUBSIDIES 
503  PREPAYMENT 
DISASTER  LOAN  SlfBSIDIES 
SURETY  BONDS 

8,539 
337.907 

312.340 
8.594 

7.790 
281,315 

237,221 
16.271 

7.790 
281,315 

237 ,221 
16.271 

8.394 
304,090 

30.000 
130.406 

20.128 

AGENCYWIDE 

$1,164,646 

$1,005£59 

$1,137,491 

$904,050 

1/   Includes  carryover,  contingency  and  released  contingencies 
II   Includes  carryover. 
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FY  1995  CONGRESSIONAL  SUBMISSION 
CREDIT  PROGRAM  LEVEL 

(S  IN  MILLIONS) 


FY  1993 

FY  1994 

FY  1994  Availability 

FY  1995  Request 

Actual 

Appropriated 

DIRECT  BUSINESS  LOANS 

HANDICAPPED 

$11.6 

$9.5 

$9.5 

$0.0 

VETERANS 

16.0 

12.0 

12.0 

0.0 

ECONOMIC  OPPORTUNITY 

8.9 

8.5 

8.5 

0.0 

8(A)  LOANS 

4.7 

5.0 

5.0 

0.0 

MESBIC 

12.4 

15.0 

15.0 

0.0 

MICRO   LOANS 

22.4 

33.7 

86.6                2/ 

0.0 

DIRECT  TOTAL 

$76.0 

$83.7 

$136.6 

$0.0 

GUARANTEED  BUSINESS  LOANS 

GENERAL  BUSINESS 

$6,409.9 

$6,976.7 

$8,788.4                2/ 

$7,275.8          4/ 

502  DEVELOP.  CO. 

38.3 

40.0 

40.0 

50.3 

504  DEVELOP.  CO. 

813.8 

1,000.0 

1.000.0 

2,006.6 

SB1C 

63.4 

100.0 

100.0 

150.2 

MESBIC 

11.0 

17.9 

17.9 

50.0 

PARTICIPATING  SECURITIES 

. 

207.8 

207.8 

500.0 

MICRO  LOANS 

. 

. 

. 

60.5 

503  PREPAYMENT 

- 

- 

- 

30.0 

GUARANTEED  TOTAL 

$7,336.4 

$8.3424 

$10,154  1 

$10,123.4 

TOTAL  BUSINESS 

$7,412.4 

$8,426.1 

$10,290.7 

$10,123.4 

EMPOWERMENT  ZONE  LOANS 

MICRO  LOANS 

. 

$4.5 

SBIC  LOANS 

. 

15.0 

SSBIC  LOANS 

. 

15.0 

504  DEVELOPMENT  CO  -  CDC 

. 

72.0 

GENERAL  BUSINESS 

■ 

268.2 

TOTAL  EMPOWERMENT  LOANS 

0.0 

0.0 

0.0 

$374.7 

DISASTER  LOANS 

DIRECT 

$1,418.6 

$609.0           1/ 

$1,534.7          3/ 

$411.6 

TOTAL  AGENCY  CREDIT 

$8,831.0 

$9,035.1 

$11,825.4 

10.909.7 

DIRECT 

1.494  6 

6927 

1.671.3 

411.6 

GUARANTEED 

7J36.4 

8.3424 

10.154  1 

10.498.1 

OTHER  PROGRAMS 

SURETY  BOND  GUARANTEES 

$979.3 

$1,751.5 

$1,751.5 

$1,767.0 

1/  Appropriated  as  contingency  funds 

V  Includes  carryover. 

3/  Includes  carryover,  contingency  and  released  contingency. 

4/  Excludes  estimated  carryover  of  $1,450.9 
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FY  1995  CONGRESSIONAL  SUBMISSION 

SUBSIDY  RATE 

(IN  PERCENT) 


FY  1995 

FY  1993 

FY  1994 

CURRENT 

FY  1995 

ACTUAL 

APPROP 

SERVICES 

REQUEST 

DIRECT  LOAN  SUBSIDY  RATES  (IN  PERCENT): 

-  HANDICAPPED  ASSISTANCE  LOANS 

25.71 

34.04 

3450 

-   VETERANS 

17.87 

25.05 

26.21 

- 

-  ECONOMIC  OPPORTUNITY  LOANS 

17.83 

21.89 

23.16 

- 

-  SECTION  8(A)  LOANS 

17.87 

13.29 

14.49 

- 

■  MESBIC 

38.06 

31.64 

33.53 

- 

-  MICRO  LOANS 

15.95 

10.15 

11.75 

* 

WEIGHTED  AVERAGE  SUBSIDY  RATE 

2178 

1633 

22.08 

000 

GUARANTEED  LOAN  SUBSIDY  RATES  (IN  PERCENT): 

-  SECTION  7(A)  LOANS 

5.21         1/ 

2.15 

2.73 

2.73        2/ 

-  SECTION  502  DEVELOPMENT  CO.  LOANS 

5.58 

1.60 

1.58 

1.58 

-  SECTION  504  DEVELOPMENT  CO.  LOANS 

0.54 

0.S1 

0.56 

0.56       2/ 

-  SECTION  503  PREPAYMENTS 

- 

- 

- 

100.00 

-  SMALL  BUSINESS  INVESTMENT  CO.  LOANS 

15.40 

16.25 

15.99 

15.99 

-  MESBIC 

28.88 

29.92 

29.59 

29.59 

-  PARTICIPATING  SECURITIES  LOANS 

- 

9.00 

- 

8.99 

-  MICRO  LOANS 

- 

" 

" 

12.16       2/ 

WEIGHTED  AVERAGE  SUBSIDY  RATE 

4.82 

2.35 

2.87 

2.99 

EMPOWERMENT  ZONE  LOANS: 

-MICRO   LOANS 

- 

- 

12.16       2/ 

-SBIC  LOANS 

- 

• 

15.99 

-SSBIC  LOANS 

- 

- 

29.59 

-504  DEVELOPMENT  CO  -  CDC 

- 

- 

0.56       2/ 

-SBLC  -  SECTION  7(A)  LOANS 

* 

" 

2.73       2/ 

WEIGHTED  AVERAGE  SUBSIDY  RATE 

0.00 

0.00 

0.00 

2.99 

DISASTER  LOAN    PROGRAM  SUBSIDY  RATES 

20.58 

22.99 

24.41 

12.67 

(IN  PERCENT): 

1/   Subsidy  rate  was  at  5.47%  for  eleven  months  and  2.75%  for  one  month. 

2/   Weighted  average  between  the  regular  SBA  lending  program  and  the  Empowerment  Zone  lending 

program. 
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FY  1995  CONGRESSIONAL  SUBMISSION 

OPERATING  EXPENSES  BY  OBJECT  CLASS 

($  IN  THOUSANDS) 


1/ 

OBJECT  CLASS: 

FY  1992 

FY  1993 

FY  1994 

FY  1994 

FY  1995 

Actual 

Actual 

Appropriated 

Available 

Request 

Compensation 

$164,384 

$166,598 

$164,461 

$164,461 

$167,803 

Benefits 

33,552 

36,871 

33,929 

33,929 

35.384 

Travel 

5,177 

5,789 

4,271 

4,271 

4,902 

Transportation 

447 

812 

270 

270 

270 

Rents  &  Communication 

39,089 

40,788 

43,459 

43,459 

49,000 

Printing 

1,613 

1,834 

1,336 

1,336 

1,328 

Other  Services 

24,468 

14,703 

22,446 

22.446 

28.886 

Supplies 

2.487 

2,107 

1.576 

1.576 

1.570 

Equipment 

2,659 

2,656 

1.886 

1.886 

2.082 

Total  Operating  Expense* 

$273,876 

$272,158 

$273,634 

$273,634 

$291,225 

Non-Credit  Initiatives 

$1  17,876 

$143,058 

$136,235 

$140,306 

$106,599 

Subtotal 

$391,752 

$415,216 

$409,869 

$413,940 

$397,824 

Disaster  Assistance 

$59,404 

$109,733 

$19,869 

$147,730 

$20,471 

Total 

$451,156 

$524,949 

$429,738 

$561,670 

$418,295 

Inspector  General 

$9,940 

$8,198 

$7,962 

$7,962 

$8,452 

FTE-Regular 

3.857  1 

3.763.1 

3.7230 

3.7230 

3,741  0 

FTE-Inspector  General 

143.4 

108.7 

104.0 

104.0 

104.0 

FTE-Disaster 

989.0 

1,728.0 

452.0 

2.165.0 

4650 

/  Difference  between  appror 

iriated  and  avails 

ble  is  carryover 

and  released  con 

tingency  ($392  5 

>BDC  carryover. 

$3,679  MICRO  grant  carryover,  $37,861  disaster  carryover,  $90,000  released  contingency 


719 


U.S.  SMALL  BUSINESS  ADMINISTRATION 


24 


FY  1995  CONGRESSIONAL  SUBMISSION 

NON-CREDIT  INITIATIVES 

($  IN  THOUSANDS) 


FY  1992 

FY  1993 

FY  1994 

FY  1994 

FY  1995 

PROGRAM 

Actual 

Actual 

Appropriated 

Availability 

Request 

SBDC 

$59,037 

$68,100 

$71,266 

$71,658 

$67,000 

SECTION  7(J) 

7,312 

7,590 

8.073 

8,073 

8,073 

SCORE 

2,900 

3,231 

3,500 

3,500 

3.082 

SBI 

2,894 

2,989 

3,000 

3,000 

0 

WOMEN'S  TECHNICAL  ASST 

1,128 

1,258 

2,000 

2.000 

500 

VETERAN'S  OUTREACH 

293 

239 

445 

445 

445 

INTL  TRADE  OUTREACH 

216 

191 

481 

481 

481 

ADVOCACY  RESEARCH 

1,393 

1,213 

1,514 

1,514 

1,533 

PASS 

920 

679 

1.098 

1,098 

1,098 

WOMEN'S  COUNCIL 

396 

333 

500 

500 

0 

MINORITY  COMMISSION 

542 

0 

0 

0 

0 

DATA  COLLECTION/ARK 

150 

200 

200* 

200* 

0 

SBDC  TECH  ASSISTANCE 

1,000 

930 

677 

677 

0 

NATURAL  RESOURCES  DEV 

15,460 

29.600 

18.000 

18.000 

0 

SBDC  CENTRAL  EUROPEAN  DEV 

909 

1.308 

1,091 

1,091 

0 

UNIV.  OF  ARKANSAS  TECH  ASST 

500 

400 

0 

0 

0 

KENTUCKY  (SCI  &  TECH) 

4,500 

4.184 

0 

0 

0 

MASS.  BIOTECH  RES. 

1,500 

1.393 

0 

0 

0 

INDIANA  STATE  UNIV 

1,500 

1.395 

0 

0 

0 

MICH.  BIOTECH  TRSF  CTR 

1.000 

930 

0 

0 

0 

TOWANDA,  PA  (SB  DATA) 

800 

999 

500* 

500* 

0 

WHITE  HOUSE  CONFERENCE 

0 

0 

2,490 

2,490 

2.490 

ST  VINCENT/ST  FRANCIS  CTR 

0 

800 

0 

0 

0 

CAN1SIUS  COLLEGE  CTR 

0 

129 

0 

0 

0 

CTR  FOR  MFG  FOR  PROD  AMHERST 

0 

383 

0 

0 

0 

ST  LOUIS  BIO  MED  CTR 

0 

400 

0 

0 

0 

OHIO  DEPT  OF  DEV  INT  TRADE 

0 

500 

0 

0 

0 

MORGAN  COUNTY  HIGH  SCHOOL 

0 

995 

0 

0 

0 

VERMONT  SB.  DEV 

0 

1,000 

0 

0 

0 

KANSAS  SB.  DEV 

0 

500 

0 

0 

0 

HAZARD  COMM  COLLEGE 

0 

750 

750* 

750* 

0 

RURAL  DEV.  WISCONSIN 

4,000 

0 

0 

0 

0 

N.E.  BIOTECH  TRSF  CENTER 

1,500 

0 

0 

0 

0 

ESPANOLA,  NM  RURAL  DEV 

750 

0 

0 

0 

0 

SETON  HILL  CENTER  FOR  ENTREP 

1,000 

930 

930* 

930* 

0 

EXCEL  PROMOTION  -  N.J 

100 

100 

0 

°._ 

0 

720 


US   SMALL  BUSINESS  ADMINISTRATION 


25 


FY  1995  CONGRESSIONAL  SUBMISSION 

NON-CREDIT  INITIATIVES  (CONT) 

($  IN  THOUSANDS) 


FY  1992 

FY  1993 

FY  1994 

FY  1994 

FY  1995 

PROGRAM 

Actual 

Actual 

Appropriated 

Availability 

Request 

W1SC  WOMEN'S  ENTREP 

0 

100 

0 

0 

0 

MICRO  LOAN  TECH  ASST 

2,786 

6,418 

9,000 

12,679 

15,125 

NEW  YORK  CITY  LIBRARY 

1,000 

930 

0 

0 

0 

WORCESTER  CENT  &  EXH  HALL 

0 

1,496 

0 

0 

0 

CLEAN  AIR  ACT 

500 

465 

465  • 

465  * 

0 

NAT"L  CTR  FOR  GERNOME  RES 

0 

0 

5,000  * 

5,000  * 

0 

NC  CAPITAL  ACCESS  PROGRAM 

0 

0 

750  • 

750* 

0 

PRESTONBURG,  KY  SB  ASSISTANCE 

0 

0 

1 ,000  • 

1,000  * 

0 

WVHTC  SB  INCUBATOR 

0 

0 

1,000* 

1 ,000  * 

0 

NEBRASKA  SB  DATABASE 

0 

0 

680* 

680  • 

0 

S.F.  (BILATERAL  TRADE) 

340 

0 

0 

0 

0 

RIO  ARRIBA  CTY,  NM-RURAL  DEV. 

550 

0 

0 

0 

0 

NEW  HAMPSHIRE  TRADE  DEV. 

1,000 

0 

0 

0 

0 

WKU  SB  CONSULTING 

0 

0 

100* 

100  * 

0 

BEN  FRANKLIN  CTR  SBIR  ASST 

0 

0 

175* 

175  * 

0 

U.  OF  ARKANSAS  SB  INCUBATOR 

0 

0 

1,000* 

1,000  * 

0 

GRANT  COUNTY.  WV  SB  DEV  FUND 

0 

0 

250* 

250  * 

0 

PADUCAH.  KY  SB  INCUBATOR 

0 

0 

300* 

300  * 

0 

TOTAL 

$117,876 

$143,058 

$136,235 

$140,306 

$99,827 

EMPOWERMENT  INITIATIVES 
($  IN  THOUSANDS) 


PROGRAM 

FY  1992 
Actual 

FY  1993 
Actual 

FY  1994 
Appropriated 

FY  1994 
Availability 

FY  1995 
Request 

EMPOWERMENT  MICRO/GRANTS 

EMPOWERMENT  BUS  INFO  CTR 

(BIC) 

EMPOWERMENT  PROJECT  MGMT 

EXPORT  ASSISTANCE  CENTERS 

0 
0 

0 
0 

0 
0 

0 
0 

0 
0 

0 
0 

0 
0 

0 
0 

1,125 
720 

1.725 
3,202 

TOTAL 

$0 

$0 

$0 

$0 

$6,772 

|  $117,876|   $I43,058|     $136,235    $140,306   $ 


GRAND  TOTAL 


106,599 


•Proposed  for  recision  in  FY  1994. 
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FY  1995  CONGRESSIONAL  SUBMISSION 

OPERATING  EXPENSES  BY  ACTIVITY 

($  IN  THOUSANDS) 


FY  1992 

FY  1993 

FY  1994 

FY  1994    » 

FY  1995 

Actual 

Actual 

Appropriated 

Availability 

Request 

Finance,  Investment  &  Procurement 

$99,859 

$100,220 

$99,947 

$99,947 

$110,761 

Immediate  Office 

1.554 

947 

1.086 

1.086 

891 

Financial  Assistance 

52.880 

51.656 

51.368 

51.368 

63.495 

Investment  Division 

3,788 

6.253 

6.262 

6.262 

6.110 

Surety  Guarantees 

2.648 

2.770 

2,753 

2,753 

507 

Procurement  Assistance 

17.762 

18.023 

17.763 

17.763 

16.438 

Minority  Small  Business/COD 

21.227 

20.571 

20.715 

20.715 

23,320 

Business  Development 

21.906 

22.633 

22.237 

22.237 

23,339 

Immediate  Office 

622 

459 

435 

435 

2.189 

Business,  Init,  Education  &  Training 

16.400 

17.745 

17.404 

17.404 

17.757 

Veterans's  Affairs 

1.022 

871 

766 

766 

557 

Women's  Business  Ownership 

632 

573 

878 

878 

477 

International  Trade 

1.726 

1.572 

1.461 

1.461 

1.272 

Small  Business  Development  Centers 

1,504 

1.413 

1,293 

1.293 

1.087 

CFCVManagement  &  Administration 

82.966 

77.630 

85.976 

85.976 

93.204 

Immediate  Office 

230 

487 

524 

524 

325 

Comptroller 

7,910 

7.962 

11.446 

11,446 

11.300 

Personnel 

5391 

5.601 

5312 

5312 

5.922 

Administration 

39,241 

41.106 

38,009 

38,009 

43,492 

Information  Resources  Management 

25.884 

18.305 

26,397 

26,397 

30.113 

Program  Analysis  &  Quality  Assurance 

1.848 

1.728 

1.954 

1.954 

0 

Equal  Employ.  OpporL  &  Compliance 

2.462 

2.441 

2.334 

2.334 

2.052 

Innovation,  Research  &  Technology 

941 

864 

1.228 

1.228 

1,377 

Advocacy 

4.371 

4,149 

4.101 

4.101 

3.690 

Other  Support  Offices 

23.102 

22.324 

22,574 

22.574 

22.029 

National  Advisory  Council 

292 

240 

279 

279 

203 

General  Counsel 

18.819 

19,348 

19.264 

19,264 

19.226 

Hearings  &  Appeals 

1.247 

1,225 

1.305 

1,305 

699 

Public  Communications 

1,926 

812 

1,006 

1,006 

1.096 

Congressional  &  Legislative  Affairs 

818 

699 

720 

720 

805 

Executive  Direction 

20.127 

20,520 

19.574 

19.574 

19.119 

Field  Administration 

20.604 

23.818 

17.997 

17,997 

17.706 

Total  Operating  Expense 

$273,876 

$272,158 

$273,634 

$273,634 

$291,225 

Non-Credit  Initiatives 

$117,876 

$143,058 

$136,235 

$140,306 

$106,599 

Subtotal 

$391,752 

$415,216 

$409,869 

$413,940 

$397,824 

Disaster  Assistance 

$59,404 

$109,733 

$19,869 

$147,730 

$20,471 

Total 

$451,156 

$524,949 

$429,738 

$561,670 

$418,295 

Inspector  General 

$9,940 

$8,198 

$7,962 

$7,962 

$8,452 

'Difference  between  appropriated  and  available  is  can 

■yover  and  relea. 

ed 

contingency 
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FY  1995  CONGRESSIONAL  SUBMISSION 
FULL  TIME  EQUIVALENT  BY  ACTIVITY 


FY  1992 

FY  1993 

FY  1994 

FY  1994 

FY  1995 

Actual 

Actual 

Appropriated 

Availability 

Request 

Finance,  Investment  &  Procurement 

1,861.9 

1,844  7 

1,8250 

1,8250 

1,960  9 

Immediate  Office 

153 

128 

126 

12.6 

8  0 

Financial  Assistance 

1,016.5 

999.0 

988.3 

988.3 

1,200.2 

Investment  Division 

61  4 

93.6 

92.6 

92.6 

910 

Surety  Guarantees 

57.5 

59.9 

59.3 

593 

10.0 

Procurement  Assistance 

295.5 

283.3 

280.3 

280.3 

246.0 

Minority  Small  Business/COD 

415.7 

396.1 

391.9 

391.9 

405.7 

Business  Development 

421.8 

408.2 

403.8 

403.8 

3760 

Immediate  Office 

3.3 

49 

48 

4.8 

6.0 

Business,  Init  ,  Education  &  Training 

360.4 

341.8 

338.1 

338.1 

324.0 

Veterans's  Affairs 

13.0 

12.4 

12.3 

12.3 

8.0 

Women's  Business  Ownership 

94 

8.8 

8.7 

8.7 

5.0 

International  Trade 

20.4 

22.7 

22.5 

22.5 

19.0 

Small  Business  Development  Centers 

15.3 

17.6 

17.4 

17.4 

14.0 

CFO/Management  &  Administration 

434.8 

4087 

404.5 

404  5 

369.0 

Immediate  Office 

4.3 

49 

4.8 

4.8 

3.0 

Comptroller 

141.7 

131.0 

129.8 

129.8 

123.0 

Personnel 

58.4 

56.0 

55.4 

55.4 

51.0 

Administration 

78.1 

75.4 

74.6 

74.6 

65.0 

Information  Resources  Management 

87.6 

82.1 

81.2 

81.2 

96.0 

Program  Analysis  &  Quality  Assurance 

24.0 

20.9 

20.7 

20.7 

0.0 

Equal  Employ.  Opport.  &  Compliance 

40.7 

38.4 

380 

38.0 

31.0 

Innovation,  Research  &  Technology 

85 

9.5 

94 

94 

11.0 

Advocacy 

67.8 

60  9 

60  2 

00  2 

51.0 

Other  Support  Offices 

383.9 

367  9 

364.0 

104  0 

148  5 

National  Advisory  Council 

3.7 

3.9 

3.9 

3.9 

2.0 

General  Counsel 

328.8 

323.2 

319.7 

319.7 

309.5 

Hearings  &  Appeals 

17.9 

16.8 

16.6 

16.6 

9.0 

Public  Communications 

21.4 

13.3 

13.2 

13.2 

16.0 

Congressional  &  Legislative  Affairs 

12.1 

10.7 

10.6 

106 

12.0 

Executive  Direction 

274.9 

271.1 

2746 

274.6 

261.4 

Field  Administration 

403  5 

392.1 

381.5 

381  5 

3632 

Subtotal 

3,857.1 

3,763  1 

3,723.0 

3,723.0 

3,741.0 

Disaster  Assistance 

989.0 

1,728.0 

452.0 

2,165.0 

4650 

Total 

4,846.1 

5,491.1 

4,175.0 

5,888.0 

4,206.0 

Inspector  General 

143  4 

1087 

104  0 

104.0 

1040 

*Jote:    FTE  levels  for  all  organizations,  exc 

ept  IG,  reflec 

t  establish! 

d  ceilings. 
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FY  1995  CONGRESSIONAL  SUBMISSION 

FINANCE,  INVESTMENT  AND  PROCUREMENT 

SUMMARY 


Finance,  Investment  and  Procurement  includes  six  divisions  that  encompass  direction  of 
Agency  credit  programs,  procurement  assistance  and  minority  small  business  at  the  Small 
Business  Administration.   These  decision  units  include: 

1.  Immediate  Office 

2.  Financial  Assistance 

3.  Investment  Division 

4.  Surety  Guarantees 

5.  Procurement  Assistance 

6.  Minority  Small  Business/COD 

The  following  page  delineates  summary  data  for  all  six  divisions,  including  aggregated 
personnel  and  administrative  expense  data.    Subsequent  pages  contain  details  for  each  of  the 
six  divisions  included  in  Finance,  Investment  and  Procurement.   The  Disaster  Assistance 
activity  is  represented  separately  in  this  budget. 
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FY  1995  CONGRESSIONAL  SUBMISSION 

FINANCE,  INVESTMENT  AND  PROCUREMENT 

SUMMARY 

($  DM  THOUSANDS) 


FTE'S 

TOTAL 

FY  1994   APPROPRIATION 

1,825  0 

$136,118 

ADJUSTMENTS  TO  BASE  AND  BUILT  IN  CHANGES: 

+  135.9 

+794 

+374 
+6,629 
+2.047           +9.844 

-1%  INCREASE  FOR  PROMOTIONS/WIGS 
-ANNUALIZATION  OF  EXISTING  POSITIONS 
-ADJUSTMENT  OF  FTE 
-BENEFITS  RELATED  TO  ABOVE 

FY  1995  BASE 

1,960  9 

$145,962 

ADMINISTRATIVE  ADJUSTMENTS: 

+970              +970 
+475 
-2 
+297 
+200 

-10.750          -10.750 
-18,000 
+6,125 
+  1,125 

-TRAVEL 
-PRINTING 
-OTHER  SERVICES 
-EQUIPMENT 

PROGRAM  CHANGES: 

-TREE  BILL 
-MICRO  LOAN 
-EMPOWERMENT  MICRO 

FY  1995  REQUEST 

1,960  9 

$136,182 
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FY  1995  CONGRESSIONAL  SUBMISSION 

FINANCE,  INVESTMENT  &  PROCUREMENT 

SUMMARY 

SALARIES  AND  EXPENSES  BY  OBJECT  CLASS 

($  IN  THOUSANDS) 


FY  1991 

FY  1992 

FY  1993 

FY  1994 

FY  1994 

FY  1995 

OBJECT  CLASS: 

Actual 

Actual 

Actual 

Appropriated 

Availability 

Request 

Compensation 

$73,187 

$81,015 

$82,330 

$81,286 

$81,286 

$89,083 

Benefits 

13,088 

14,889 

15,285 

15,090 

15,090 

17,137 

Travel 

1,392 

1,616 

1,781 

1,834 

1,834 

2,309 

■  Transportation 

41 

67 

6 

71 

71 

71 

Rents  &  Communication 

12 

35 

6 

0 

0 

0 

Printing 

120 

102 

178 

250 

250 

J 

Other  Services 

1.258 

1.920 

422 

956 

956 

1.253 

Supplies 

53 

74 

85 

91 

91 

91 

Equipment 

300 

141 

127 

369 

369 

569 

Subtotal 

$89,451 

$99,859 

$100,220 

$99,947 

$99,947 

$110,761 

Non-Credit  Initiatives 

$24,002 

$31,520 

$49,47 1 

$36,171 

$39,850 

$25,421 

Tend 

SI  13.453 

$131,379 

SI  49.691 

$136,118 

S  139.797 

$136,182 

FTE 

1858.3 

1861.9 

1844.7 

1825.0 

1825.0 

1960.9 
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FY  1995  CONGRESSIONAL  SUBMISSION 

ASSOCIATE  DEPUTY  ADMINISTRATOR  FOR 

FINANCE,  INVESTMENT  AND  PROCUREMENT 

IMMEDIATE  OFFICE 


HIGHLIGHT: 


The  Office  of  the  Associate  Deputy  Administrator  for  Finance,  Investment  and 
Procurement  (ADA/FIP)  is  responsible  for  the  administration  of  six  offices:    the  Office 
of  Financial  Assistance,  the  Office  of  Investment,  the  Office  of  Surety  Guarantees,  the 
Office  of  Procurement  Assistance,  the  Office  of  Minority  Small  Business  and  Capital 
Ownership  Development,  and  the  Office  of  Disaster  Assistance.    These  offices  oversee 
the  principal  credit  programs  of  the  Small  Business  Administration  (SBA),  help  provide 
opportunities  for  small  business  in  the  federal  procurement  process,  and  work  to 
promote  the  development  of  businesses  owned  by  socially  and  economically 
disadvantaged  individuals. 

The  immediate  office  of  ADA/FIP  includes  two  additional  functions.    The  Size 
Standards  Staff  develops  new  size  definitions  ("size  standards")  for  businesses  seeking 
to  participate  in  SBA  programs,  and  reviews  existing  standards  in  the  light  of  changing 
industry  and  economic  trends.   The  Native  American  Affairs  Coordinator,  who  also 
serves  on  the  ADA's  immediate  staff,  helps  ensure  that  Native  Americans  are  able  to 
gain  access  to  the  programs  of  the  SBA 
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FY  1995  CONGRESSIONAL  SUBMISSION 

ASSOCIATE  DEPUTY  ADMINISTRATOR  FOR 

FINANCE,  INVESTMENT  AND  PROCUREMENT 

IMMEDIATE  OFFICE 

($  IN  THOUSANDS) 


FTE'S 

TOTAL 

FY  1994    APPROPRIATION 

126 

$1,086 

ADJUSTMENTS  TO  BASE  AND  BUILT  IN  CHANGES: 

-4.6 

+7 
-169 
£1               -195 

-1%  INCREASE  FOR  PROMOTION/WIGS 
-ADJUSTMENT  OF  FTE 
-BENEFITS  RELATED  TO  ABOVE 

FY  1995  BASE 

8.0 

$891 

FY  1995  REQUEST 

8.0 

$891 
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FY  1995  CONGRESSIONAL  SUBMISSION 
FINANCE,  INVESTMENT  AND  PROCUREMENT 
IMMEDIATE  OFFICE 
EXPLANATION  OF  DISTRIBUTION  BY  OBJECT  CLASS 
(SEE  ACTIVITY  DATA  SHEET) 


11.  Personnel  Compensation  and  Staffing  -  $577.000.    For  8.0  Full-Time  Equivalent 
Positions. 

12.  Personnel  Benefits  -  $98.000.   For  direct  contribution  to  retirement  funds,  health 
benefits,  group  insurance,  Medicare  hospital  insurance,  and  employers  FICA  taxes. 

21.     Travel  and  Transportation  of  Persons  -  $15.000.   Travel  for  Central  Office  staff  at  $185 
per  day. 

24.  Printing  and  Reproduction  -  $4.000.    For  miscellaneous  printing  and  reproduction. 

25.  Other  Services  -  $18.000.   For  other  miscellaneous  contractual  services. 

26.  Supplies  and  Materials  -  $2.000.    For  office  supplies  and  materials. 

31.     Equipment  -  $177.000.    For  replacement  of  miscellaneous  items  of  office  equipment  to 
support  FIP  programs. 
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FY  1995  CONGRESSIONAL  SUBMISSION 

FINANCE,  INVESTMENT  AND  PROCUREMENT 

FINANCIAL  ASSISTANCE 


HIGHLIGHT: 


The  Financial  Assistance  activity  encompasses  all  financial  activities  of  the  SBA.    This 
includes  Business  Loans,  Economic  Development,  Financial  Institutions,  and  Portfolio 
Management. 

OTHER  INFORMATION: 

OFFICE  OF  RURAL  AFFAIRS  AND  ECONOMIC  DEVELOPMENT: 

The  Office  of  Rural  Affairs  and  Economic  Development  administers  programs  for  the 
retention  and  creation  of  jobs  through  stimulating  the  flow  of  long  term  financing  for 
fixed  asset  investment  by  eligible  small  businesses.    The  financing  is  provided  through 
the  Local  Development  Company  (Section  502)  and  Certified  Development  Company 
(Section  503/504)  programs. 

During  the  13  years  (FY  1981-1993)  that  the  503/504  program  has  been  operational, 
over  600  Certified  Development  Companies  (CDCs)  have  been  certified.    Currently 
there  are  390  active  CDCs.    CDCs  have  funded  more  than  $  9  billion  in  combined 
fixed-asset  financing  to  assist  more  than  13,500  small  businesses.   The  programs  are 
based  on  partnerships  between  the  SBA  and  local  development  companies  with 
representation  from  local  business,  government,  and  lending  institutions.     SBA 
assistance  is  leveraged  with  local  financial  resources.    About  341,000  jobs  have  been 
created  or  saved  as  a  result  of  these  efforts. 

The  partnership  approach  extends  beyond  simply  providing  a  financing  tool  for  local 
development.    CDCs  are  encouraged  to  function  as  full  service  local  development 
resource  centers.    This  includes  the  offering  of  financing  services  from  local  and  state 
programs  as  well  as  from  other  Federal  programs. 


OFFICE  OF  FINANCING: 

The  Office  of  Financing  includes  the  Loan  Policy  and  Procedures  Branch,  the  Financial 
Institutions  Branch  and  the  Secondary  Market  staff. 

The  Loan  Policy  and  Procedures  Branch  is  responsible  for  overseeing  the  loan  programs 
under  Section  7(a)  of  the  Small  Business  Act,  except  for  development  company  loans 
which  are  handled  separately.    This  includes  the  regular  business  loan  programs,  loans 
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to  the  handicapped,  loans  to  low-income  individuals  or  to  business  in  areas  of  high 
unemployment  (Economic  Opportunity  loans),  energy  loans,  revolving  lines  of  credit  for 
exporters,  loans  to  qualified  employee  trusts,  and  loans  to  small  general  contractors. 
These  are  the  "main-line"  loan  programs  of  SBA  and  account  for  approximately  85 
percent  of  the  SBA  appropriation  for  loan  making.    Micro  loans  authorized  under  Public 
Law  102-140  are  also  administered  by  the  Branch. 

The  Loan  Policy  and  Procedures  Branch  also  reviews  SBA  field  office's  loan  processing 
and  approval  practices  and  conducts  the  Agency's  3  level  commercial  credit  analysis 
courses  on  a  national  basis. 

It  is  the  responsibility  of  the  Financial  Institutions  Branch  to  promote  and  oversee  the 
Certified  Lenders  Program  (CLP),  and  the  Preferred  Lenders  Program  (PLP). 

The  CLP  and  PLP  programs  are  methods  used  to  permit  qualified  lenders  to  assume 
greater  authorities  and  responsibilities  in  processing,  closing,  servicing  and  liquidating 
loans,  thereby  providing  more  timely  service  to  the  lenders  and  borrowers  and  also 
reducing  the  workload  of  Agency  personnel    However,  these  initiatives  have  increased 
our  responsibility  to  monitor  and  evaluate  these  lenders  and  to  provide  them  with 
guidance  on  SBA  policies  and  procedures.    Currently,  approximately  39%  of  all 
guaranty  loans  are  made  under  the  CLP  or  PLP  programs. 

The  Secondary  Market  Staff  handles  the  sales  of  SBA  guaranty  loans    Working  with  a 
contractor,  the  staff  has  oversight  responsibility  on  all  loan  sales  and  the  licensing  of 
brokers  who  participate  in  the  loan  pooling  program.    Over  $2  4  billion  of  new  sales 
and  approximately  SI. 2  billion  in  resales  are  accomplished  each  year. 


THE  OFFICE  OF  PORTFOLIO  MANAGEMENT 

The  Office  of  Portfolio  Management  (OPM)  oversees  all  actions  taken  in  connection 
with  the  servicing,  collection  and  liquidation  of  Agency  loans,  pollution  control  bonds, 
lease  guarantees  and  other  financial  obligations  owed  SBA. 

OPM's  performance  of  these  functions  for  SBA's  direct  and  guaranteed  loans  is  a  crucial 
factor  in  the  success  of  the  Agency's  lending  programs,  and  directly  determines  the 
amount  of  funds  recovered  from  financing  provided  by  SBA.    In  overseeing 
borrower/participating  lender  involvement  in  the  servicing  and  collection  of  various 
types  of  loans,  OPM  must  coordinate  on  a  nationwide  basis  activities  related  to  loan 
accounting,  cash  management,  legal  requirements,  computer  support  and  training  for 
staff  personnel.    OPM  is  responsible  for  implementing  many  credit  management 
programs  of  OMB  and  Treasury's  Financial  Management  Service. 
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IMMEDIATE  OFFICE: 

The  Immediate  Office  provides  guidance,  direction  and  leadership  for  the  Financial 
Assistance  Program.   In  addition,  from  time  to  time  certain  individual  projects  are 
directed  from  the  Immediate  Office. 
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FY  1995  CONGRESSIONAL  SUBMISSION 

FINANCE,  INVESTMENT  AND  PROCUREMENT 

FINANCIAL  ASSISTANCE 

(S  IN  THOUSANDS) 


FTE'S 

TOTAL 

FY  1994    APPROPRIATION 

988.3 

$60,368 

ADJUSTMENTS  TO  BASE  AND  BUILT  IN  CHANGES: 

+211.9 

+421 
+9.493 
+2.213         +12,127 

-1%  INCREASE  FOR  PROMOTION/WIGS 
-ADJUSTMENT  OF  FTE 
-BENEFITS  RELATED  TO  ABOVE 

FY  1995  BASE 

1 .200.2 

$72,495 

PROGRAM  CHANGES: 

+7.250           +7.250 

+6.125 

+  1,125 

-MICRO  LOANS 
-EMPOWERMENT  MICRO 

FY  1995  REQUEST 

1 ,200.2 

$79,745 
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FY  1995  CONGRESSIONAL  SUBMISSION 
FINANCE,  INVESTMENT  AND  PROCUREMENT 
FINANCIAL  ASSISTANCE 
EXPLANATION  OF  DISTRIBUTION  BY  OBJECT  CLASS 
(SEE  ACTIVITY  DATA  SHEET) 


11.  Personnel  Compensation  and  Staffing  -  $52.012.000.    For  1,200.2  Full-Time  Equivalent 
Positions. 

12.  Personnel  Benefits  -  $10.321.000.    For  direct  contribution  to  retirement  funds,  health 
benefits,  group  insurance,  Medicare  hospital  insurance,  employers  FICA  taxes  and  cost 
of  living  allowance  for  employees  in  covered  locations. 

21.  Travel  and  Transportation  of  Persons  -  $680.000.   Travel  for  Central  Office  staff  at 
$185  per  day  and  field  office  staff  at  $125  per  day. 

22.  Transportation  of  Things  -  $35.000.   For  movement  of  household  goods  in  connection 
with  employee  relocation. 

24.  Printing  and  Reproduction  -  $115.000.   For  printing  and  reproduction  of  loan  forms, 
directives,  and  miscellaneous  handbooks  and  guidelines. 

25.  Other  Services  -  $257.000.    $63,000  for  training;  and  $194,000  for  miscellaneous 
contractual  services. 

26.  Supplies  and  Materials  -  $48.000.   For  office  supplies  and  materials. 

31.      Equipment  -  $27.000.    For  replacement  of  miscellaneous  items  of  office  equipment  and 
procurement  of  personal  computers  and  peripherals  to  aid  in  office  operations. 

41.      Grants  -  $16.250.000    $15,125,000  for  Micro  loan  program  and  $1,125,000  for 
Empowerment  MICRO  loans. 
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FY  1995  CONGRESSIONAL  SUBMISSION 

FINANCE,  INVESTMENT  AND  PROCUREMENT 

INVESTMENT  DIVISION 


HIGHLIGHT: 


The  Investment  Division  encompasses  all  Small  Business  Investment  Company  activities 
of  the  SBA. 


OTHER  INFORMATION: 

The  Investment  Division  is  responsible  for  licensing,  regulating,  and  providing  financial 
assistance  to  Small  Business  Investment  Companies  (SBICs)  and  when  necessary,  for 
liquidating  all  failed  SBICs    SBICs  are  privately  owned,  capitalized  and  managed 
investment  firms  that  provide  equity  or  long-term  debt  financing  and  management 
advisory  assistance  to  small  business  concerns.    Currently,  there  are  272  operating 
SBICs,  Regular  and  Specialized,  with  private  capital  investment  of  $2  3  billion,  and 
government  guaranteed  funds  of  $812  million,  for  total  capital  resources  of  $3.1  billion, 
While  Regular  SBICs  invest  in  all  types  of  small  businesses,  Specialized  SBICs  provide 
assistance  only  to  small  concerns  owned  by  socially  or  economically  disadvantaged 
individuals.    Overall,  during  calendar  year  1992,  SBICs  provided  approximately  $484 
million  in  financing  to  small  business  concerns. 


OBJECTIVES: 

The  primary  objectives  are  to  stimulate  domestic  economic  growth  by  supplementing  the 
flow  of  private  capital  to  existing  and  newly-formed  small  businesses,  and  to  protect  the 
interests  of  the  Federal  Government  through  credit  allocation  and  regulatory  oversight  of 
SBICs. 

ECONOMIC  GROWTH: 


The  Investment  Division  achieves  its  primary  objectives  by  providing,  through  SBIC 
intermediaries,  small  business  venture  capital  which  creates  or  retains  jobs,  expands  the 
tax  base,  develops  minority  businesses,  and  commercializes  technology. 
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PROGRAM  OVERSIGHT: 

The  Investment  Division  continues  improving  program  oversight  to  reduce  future  losses 
of  government  funds  through  early  recognition  of  problem  areas  and  initiation  of  timely 
corrective  actions.    Additional  analyses  are  underway  of  the  financial  standing  of  each 
SBIC,  particularly  its  portfolio  valuations.    Also,  during  FY  1993,  there  was  a 
substantial  increase  in  the  examinations  of  SBICs'  operations. 

PROGRAM  DEVELOPMENT: 

During  FY  1994,  regulations  will  be  finalized  to  implement  PL.  102-366  providing 
significant  incentives  for  capital  to  flow  into  the  SBIC  Program  and  increasing  venture 
capital  available  for  small  businesses.   In  FY  1994,  private  capital  in  the  Program  is 
expected  to  increase  by  $500  million  with  30  new  SBICs  licensed.   The  goal  for  FY 
1995  is  an  additional  70  new  licensees  and  $1  billion  in  private  capital. 
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FY  1995  CONGRESSIONAL  SUBMISSION 

FINANCE,  INVESTMENT  AND  PROCUREMENT 

INVESTMENT  DIVISION 

($  IN  THOUSANDS) 


\2 

FTE'S 

TOTAL 

JFY  1994    APPROPRIATION 

92.6 

S6.262 

ADJUSTMENTS  TO  BASE  AND  BUILT  IN  CHANGES: 

-1.6 

+48 
-131 
•83 
+14              -152 

-IV.  INCREASE  FOR  PROMOTIONS/WIGS 
-ANNUALIZATION  OF  EXISTING  POSITIONS 
-ADJUSTMENT  OF  FTE 
-BENEFITS  RELATED  TO  ABOVE 

FY  1995  BASE 

91.0 

$6.1 10 

r 

^) 

|FY  1995  REQUEST 

91  0 

$6,110 
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FY  1995  CONGRESSIONAL  SUBMISSION 

FINANCE,  INVESTMENT  AND  PROCUREMENT 

INVESTMENT  DIVISION 

EXPLANATION  OF  DISTRIBUTION  BY  OBJECT  CLASS 

(SEE  ACTIVITY  DATA  SHEET) 


11.  Personnel  Compensation  and  Staffing  -  $4.667,000    For  91  0  Full-Time  Equivalent 
Positions 

12.  Personnel  Benefits  -  $975.000.    For  direct  contribution  to  retirement  funds,  health 
benefits,  group  insurance,  Medicare  hospital  insurance,  and  employers  FICA  taxes 

21.      Travel  and  Transportation  of  Persons  -  $400.000.    Travel  for  Central  Office  staff  at 
$185  per  day. 

24.  Printing  and  Reproduction  -  $36.000.   For  miscellaneous  information  pamphlets,  small 
business  week  posters  and  miscellaneous  printing  and  reproduction 

25.  Other  Services  -  $27.000.    For  miscellaneous  contractual  services. 

26.  Supplies  and  Materials  -  $2.000.    For  office  supplies  and  materials. 

31.     Equipment  -  $3.000.   For  replacement  of  miscellaneous  items  of  office  equipment  and 
procurement  of  personal  computers  and  peripherals  to  aid  in  office  operations. 
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FY  1995  CONGRESSIONAL  SUBMISSION 

FINANCE,  INVESTMENT  AND  PROCUREMENT 

SURETY  GUARANTEES 


HIGHLIGHT: 

The  Office  of  Surety  Guarantees  (OSG)  assists  small  contracting  firms  which  cannot 
obtain  the  bid  or  contract  surety  bonds  they  need  to  perform  work  for  which  they  are 
qualified.    OSG  provides  this  assistance  by  guaranteeing  up  to  90  percent  of  losses 
sustained  by  participating  surety  companies.   The  Small  Business  Administration's 
(SBA)  bond  guarantees  provide  the  inducement  necessary  for  the  surety  companies  to 
issue  bid  or  contract  bonds  for  small  contractors.   During  the  last  decade,  this  program 
has  enabled  small,  minority  and  women  owned  businesses  to  expand  the  range  of  their 
business  opportunities  through  SBA  guaranteed  surety  bonds  for  contract  bids  and 
contract  performance.  It's  estimated  that  the  program  created  over  47,000  jobs  last  year 
With  a  loss  rate  of  approximately  2  percent,  this  program  boasts  a  98  percent  success 
rate  mat  has  resulted  in  a  net  savings  after  offsetting  program  losses  estimated  in  excess 
of  $1.6  billion  to  the  government. 

The  Office  of  Surety  Guarantees  seeks  to  continually  increase  the  "access  to 
procurement"  to  the  small  business  community.    OSG  closely  monitors  participation  in 
the  program  so  that  risks  to  the  government  are  quickly  recognized  and  waste,  fraud, 
and  abuse  are  prevented. 

Resources  provided  by  this  FY  1995  budget  will  assist  the  Assistant  Administrator, 
Office  of  Surety  Guarantees  to:  1)  continue  to  improve  accountability  of  this  high-risk 
program  through  quality  performance  and  efficient  automated  systems;  2)  be  more 
responsive  to  customers  through  improved  program  delivery  and  outreach  efforts;  3) 
improve  management  and  utilization  of  the  Surety  Bond  Guarantee  programs  and  save 
taxpayers'  dollars. 

OTHER  INFORMATION: 


The  Preferred  Surety  Bond  (PSB)  program,  mandated  November  1988,  under  Title  II  of 
Public  Law  100-590  is  managed  by  the  Underwriting  Division.    The  PSB  empowers 
selected  sureties  to  issue,  monitor  and  service  surety  bonds  without  SBA's  final 
approval.   With  13  PSB  sureties  participating,  access  to  bonding  for  small/disadvantaged 
and  small  business  concerns  has  greatly  improved.    SBA  proposes  to  operate  its  Surety 
Program  in  the  future  exclusively  through  its  Preferred  Surety  Program     With  increased 
utilization  of  the  Preferred  Surety  Program,  SBA  will  provide  oversight  using  only  ten 
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positions  in  the  headquarters  office.     This  full  participation  of  preferred  sureties  would 
result  in  savings  in  administrative  costs  of  $2.2  million  in  FY  1995     The  Office  of 
Surety  Guarantees  would  no  longer  be  required  to  perform  underwriting,  claims  and 
recovery  duties.    These  duties  would  be  performed  by  the  preferred  surety  companies. 
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FY  1995  CONGRESSIONAL  SUBMISSION 

FINANCE,  INVESTMENT  AND  PROCUREMENT 

SURETY   GUARANTEES 

($  IN  THOUSANDS) 


FTE'S 

T<  )TAL 

FY  1994   APPROPRIATION 

593 

$2,753 

ADJUSTMENTS  TO  BASE  AND  BUILT  IN  CHANGES: 

-49.3 

+4 
-1,829 
-391             -2.216 

-1%  INCREASE  FOR  PROMOTIONS/WIGS 
I    -ADJUSTMENT  OF  FTE 

-BENEFITS  RELATED  TO  ABOVE 

|FY  1995  BASE 

10.0 

$537 

Iadministrative  adjustments 

1  -travel 

1  -printing 

1  -other  services 

^30                 -30 
-25 

-2 

-3 

JFY  1995  REQUEST 

10.0 

$507 
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FY  1995  CONGRESSIONAL  SUBMISSION 

FINANCE,  INVESTMENT  AND  PROCUREMENT 

SURETY  GUARANTEES 

EXPLANATION  OF  DISTRIBUTION  BY  OBJECT  CLASS 

(SEE  ACTIVITY  DATA  SHEET) 


11.  Personnel  Compensation  and  Staffing  -  $356.000    For  10.0  Full-Time  Equivalent 
Positions. 

12.  Personnel  Benefits  -  $72.000.    For  direct  contribution  to  retirement  funds,  health 
benefits,  group  insurance,  Medicare  hospital  insurance,  and  employers  FICA  taxes 

21.      Travel  and  Transportation  of  Persons  -  $25.000.    Travel  for  Central  Office  staff  at  $185 
per  day  and  field  office  staff  at  $125  per  day. 

24.  Printing  and  Reproduction  -  $34.000    For  miscellaneous  information  pamphlets,  small 
business  week  posters  and  miscellaneous  printing  and  reproduction. 

25.  Other  Services  -  $15.000.   For  training  and  other  miscellaneous  contractual  services. 

26.  Supplies  and  Materials  -  $2.000.    For  office  supplies  and  materials. 

31.     Equipment  -  $3.000.   For  replacement  of  miscellaneous  items  of  office  equipment  and 
procurement  of  personal  computers  and  peripherals  to  aid  in  office  operations. 
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FY  1995  CONGRESSIONAL  SUBMISSION 

FINANCE,  INVESTMENT  AND  PROCUREMENT 

PROCUREMENT  ASSISTANCE 


HIGHLIGHT: 

The  basic  objective  of  the  Office  of  Procurement  Assistance  program  is  to  assure  small 
business  a  fair  share  of  Government  procurement  and  sales  through  the  Prime  Contracts 
Assistance,  Natural  Resources  Sales  Assistance,  Subcontracting  Assistance,  Certificate 
of  Competency  (COC)  and  Procurement  Policy  and  Liaison  Programs. 

OTHER  INFORMATION: 


The  estimated  savings  of  more  than  $200  million,  measured  in  connection  with  the 
prime  contracts  program  and  the  COC  program,  will  significantly  exceed  the  salaries 
and  expenses  of  all  Procurement  Assistance  personnel  authorized  for  both  Central  Office 
and  the  field. 

Various  public  laws  require  that  Procurement  Assistance  strengthen  private  enterprise 
through  expansion  of  free  competition,  encourage  and  develop  the  potential  capacity  of 
small  business;  increase  the  share  of  total  sales  of  Government  property  to  small 
business,  including  timber  to  small  wood  products  firms;  aid  small  businesses  having 
contract  and  administrative  problems;  and  assist  R&D  firms  to  procure  Government 
contracts.   The  Government  will  award  an  estimated  $177  billion  to  US  business  firms 
in  FY  1993.   It  is  SBA's  objective  through  its  Prime  Contracts,  Subcontracting 
Assistance  and  Certificate  of  Competency  programs  to  assure  small  business  a  fair  share 
of  these  procurement  dollars.    To  enhance  achievement  of  this  mission,  the  Office  of 
Procurement  Assistance  will,  among  other  things,  lead  the  goaling  process  required  by 
P.L.  100-656  to  increase  the  small,  small  disadvantaged,  and  women-owned  business 
share  of  Government  contracts. 

The  Natural  Resources  Sales  Assistance  program  will  assure  small  business  a  fair  share 
of  the  Government's  timber  sales  as  well  as  other  resources  sales. 


PRIME  CONTRACTS  PROGRAM 

The  Prime  Contracts  Program  is  charged  with  functions  and  responsibilities  which 
strengthen  the  economy  of  the  Nation  by  expanding  full  and  open  competition  in 
order  to  effect  savings  for  the  federal  government  and  increasing  small  business 
opportunities  in  the  Federal  acquisition  process. 
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These  include: 

*  Program  management  of  small  business  set-asides  through  SBA's  Traditional 
Procurement  Center  Representatives; 

*  Program  management  of  increased  competition  and  resultant  cost  savings 
through  SBA's  Breakout  Procurement  Center  Representatives; 

*  Assessment  of  Federal  agency  small  business  utilization  plans  and  programs 
through  the  Surveillance  Review  Program; 

*  Information  management  to  inform  the  public  and  small  business  of  the 
opportunities  in  Government  procurement,  the  capabilities  of  the  Nation's 
small  business  community,  and  the  requirements  of  the  Small  Business  Act 
and  Federal  Acquisition  Regulations  in  these  areas;  and 

*  Staff  functions  to  include  the  analysis  of  proposed  regulations,  responding  to 
congressional  and  public  inquiries,  preparing  statutorily  required  reports  and 
analyses. 

Projected  downsizing  of  the  Department  of  Defense  will  require  many  small 
businesses  to  change  their  corporate  focus  to  civilian  agency  markets.    Many  small 
firms  will  require  significant  assistance  from  SBA's  Traditional  Procurement 
Center  Representatives  (TPCR)   to  make  this  fundamental  marketing  change. 
Toward  this  end,  new  and  different  agencies  will  require  TPCR  coverage. 
Likewise,  civilian  agencies  with  increased  budgets  will  offer  significant 
opportunities  for  the  Breakout  Procurement  Center  Representative  (BPCR) 
program  to  bring  about  savings  for  the  government  as  opportunities  in  the  military 
sector  decline.   The  surveillance  program  assesses  the  extent  of  Federal 
contracting  activity  effort  to  ensure  that  a  fair  proportion  of  awards  are  made  to 
small  business  enterprises,  and  assists  Federal  acquisition  activities  in  improving 
their  small  business  utilization  program.    The  information  gathered  is  required  for 
SBA  to  report  to  Congress  on  small  business  activity. 


B        CERTIFICATE  OF  COMPETENCY  PROGRAM 

To  increase  small  businesses'  share  of  Government  awards  and  to  insure  that 
specific  small  business  firms  receive  contracts  they  are  entitled  to,  section  8(b)(7) 
of  the  Small  Business  Act,  as  amended,  permits  SBA  to  issue  a  "Certificate  of 
Competency."     This  is  a  document  certifying  the  responsibility  of  a  small 
business  concern  to  perform  a  specific  Government  contract.    The  term 
"responsibility"  includes  all  criteria  currently  used  by  procurement  officers  with 
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respect  to  contractor  qualifications  that  may  be  used  to  withhold  awards  from 
small  business  concerns. 

It  is  also  within  SBA's  jurisdiction  to  determine  whether  a  small  business  is 
eligible  as  a  "manufacturer"  or  a  "regular  dealer"  under  the  provisions  of  the 
Walsh-Healey  Public  Contracts  Act  to  receive  an  award. 

The  issuance  of  a  COC  indicates  that  a  responsible  small  business  which  is  the 
low  offeror  on  a  specific  procurement  will  be  awarded  a  contract  that,  otherwise 
would  have  gone  to  a  higher  offeror.   The  COC  is  conclusive  as  to  responsibility 
and  contracting  officers  are  directed  to  award  a  contract  without  requiring  the  firm 
to  meet  any  other  requirements  with  regard  to  responsibility  and  eligibility.    Total 
savings  for  COCs  issued  over  the  past  2  Fiscal  Years  exceeded  $62  million,  an 
amount  representing  the  difference  between  the  offer  submitted  by  the  COC 
contractor  and  the  offer  submitted  by  the  next  offeror. 


SUBCONTRACTING  ASSISTANCE  PROGRAM 

The  functions  of  the  Subcontracting  Assistance  Program,,  as  established  by  the 
Small  Business  Act,  as  amended,  and  specifically  by  Section  8(d)  of  the  Act,  are: 

*  To  aid,  assist  and  counsel  small  and  small  disadvantaged  business  concerns. 

*  To  provide  an  equitable  opportunity  for  small  and  small  disadvantaged 
business  concerns  to  compete  for  Federal  subcontracts. 

*  To  assure  that  small  and  small  disadvantaged  business  receives  maximum 
practicable  opportunity  to  participate  in  the  performance  of  Federal  contracts 
and  subcontracts  in  accordance  with  the  statute  cited  above. 

The  mission  described  above  is  carried  out  by  Commercial  Market 
Representatives,  or  CMRs,  who  perform  compliance  reviews  of  Federal  prime 
contractors  throughout  the  Nation  to  assure  that  they  are  providing  maximum 
practicable  opportunities  to  small  and  small  disadvantaged  businesses.    Our 
preliminary  data  for  FY  1993  indicates  that   large  prime  contractors,  subcontracted 
SS8.7  billion  to  other  companies  large  and  small.    Small  business  received  S22.3 
billion,  or  38.1  percent,  of  the  total.    Through  effective  utilization  of  resources,  the 
Office  of  Procurement  Assistance  hopes  to  increase  both  the  dollar  amount  and 
percentage  of  subcontracts  awarded  to  small  business. 
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D.  NATURAL  RESOURCES  SALES  ASSISTANCE  (NRSA^ 

The  purpose  of  the  Natural  Resources  Sales  Assistance  Program  is  to  aid  and 
assist  small  business  in  obtaining  its  fair  share  of  Federal  property  offered  for  sale 
or  disposal  by  other  means.    Within  this  Government-wide  program,  our  efforts 
have  been  concentrated  on  the  sales  of  Federal  timber,  royalty  oil,  coal  leases, 
other  mineral  leases  and  Federal  surplus  property  sales. 

During  the  first  half  of  FY  1993,  small  business  was  awarded  over  724  individual 
Federal  timber  sales,  representing  approximately  796  million  board  feet  of 
sawtimber  at  a  return  to  the  Government  of  nearly  $257  million.    Small  business 
awards  represented  64  percent  of  total  Federal  sawtimber  sold  in  the  first  half  of 
FY  1993.    The  small  business  timber  program  assures  that  the  small  business 
community  will  receive  its  historical  fair  share  of  Federal  timber  through  small 
business  set-asides. 

E.  PROCUREMENT  POLICY  AND  LIAISON 

The  Office  of  Procurement  Policy  and  Liaison  maintains  contact  with  all  Federal 
departments  and  agencies  to  ensure  that  small  business  concerns  receive  fair  and 
equitable  treatment  from  such  agencies.    It  also  plays  a  key  role  in  the 
development  of  Federal  acquisition  policy  and  regulations  which  may  affect  the 
interests  of  the  small  business  community  and  supports  the  Associate 
Administrator  for  Procurement  Assistance  by  handling  requests  for  waivers  of  the 
Non-manufacturer  Rule. 

The  Office  of  Procurement  Policy  and  Liaison  also  plays  a  key  role  within  the 
Office  of  Procurement  Assistance  through  its  management  of  the  Procurement 
Automated  Source  System. 


PROCUREMENT  AUTOMATED  SOURCE  SYSTEM  (PASS) 

The  Procurement  Automated  Source  System  (PASS)  was  established  to  fulfill  a 
requirement  of  the  Small  Business  Act  that  the  Small  Business  Administration 
maintain  an  inventory  of  the  capabilities  of  small  businesses  across  the  nation.   It 
is  a  computerized  data  base  which  contains  the  profiles  of  small  businesses 
interested  in  doing  business  with  the  Federal  government  or  as  subcontractors  to 
prime  contractors,  or  private  firms  which  receive  government  contracts 

The  SBA  encourages  procuring  agencies  and  prime  contractors  to  use  the  data 
base  to  increase  the  small  business  share  of  Federal  procurement.    PASS  serves 
several  functions:    1)  it  is  an  integral  component  of  both  the  subcontracting  and 
prime  contracting  programs;  2)  it  is  a  valuable  resource  in  support  of 
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governmental  special  emphasis  programs  for  women,  minorities  and  veterans;  and 
3)  it  provides  small  business  sources  in  the  implementation  of  Public  Laws  9S-S07 
and  99-661. 


For  FY  199S,  plans  are  to  increase  the  number  of  direct  access  users  to  1,100, 
while  at  the  same  time  increase  the  number  of  firms  in  the  PASS  data  base  to 
approximately  260,000.    On-going  efforts  are  expected  to  result  in  further 
enhancements  of  PASS  to  increase  its  use  among  the  procurement  community  by 
increasing  the  amount  of  information  available  on  each  company  and  decreasing 
the  amount  of  time  involved  in  accessing  the  system.    Specific  areas  of  focus  will 
continue  to  be  the  development  of  PASS  as  a  vehicle  for  the  implementation  of 
the  Administration's  government-wide  Electronic  Commerce  (EC)  initiative,  as 
well  as  a  mechanism  for  collecting  necessary  legal  certifications  regarding  a 
company's  size  and  ownership  and  special  capabilities  and  interests. 
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FY  1995  CONGRESSIONAL  SUBMISSION 

FINANCE,  INVESTMENT  AND  PROCUREMENT 

PROCUREMENT  ASSISTANCE 

($  IN  THOUSANDS) 


FTE'S 

TOTAL 

FY  1994    APPROPRIATION 

2803 

$36,861 

ADJUSTMENTS  TO  BASE  AND  BUILT  IN  CHANGES: 

-34.3 

+  147 
-1,376 

-96            -1,325 

-1%  INCREASE  FOR  PROMOTIONS/WIGS 
-ADJUSTMENT  OF  FTE 
-BENEFITS  RELATED  TO  ABOVE 

FY  1995  BASE 

2460 

$35,536 

PROGRAM  CHANGES: 

-18,000          -18,000 

-TREE  BILL 

FY  1995  REQUEST 

246.0 

$17,536 
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FY  1995  CONGRESSIONAL  SUBMISSION 

FINANCE,  INVESTMENT  AND  PROCUREMENT 

PROCUREMENT  ASSISTANCE 

EXPLANATION  OF  DISTRIBUTION  BY  OBJECT  CLASS 

(SEE  ACTIVITY  DATA  SHEET) 


11.  Personnel  Compensation  and  Staffing  -  $13.501.000.    For  246.0  Full-Time  Equivalent 
Positions. 

12.  Personnel  Benefits  -  $2.229.000.   For  direct  contribution  to  retirement  funds,  health 
benefits,  group  insurance,  Medicare  hospital  insurance,  employers  FICA  taxes  and  cost 
of  living  allowance  for  employees  in  covered  locations. 

21.  Travel  and  Transportation  of  Persons  -  $323.000.   Travel  for  Central  Office  staff  at 
$185  per  day  and  field  office  staff  at  $125  per  day. 

22.  Transportation  of  Things  -  $18.000.   For  movement  of  household  goods  in  connection 
with  employee  relocation. 

24.  Printing  and  Reproduction  -  $37.000.    For  information  pamphlets,  small  business  week 
posters  and  miscellaneous  printing  and  reproduction. 

25.  Other  Services  -  $1.273.000    $1,098,000  for  the  Procurement  Automated  Source 
System;  $86,000  for  clerical  support  for  Procurement  Center  Representatives;  $63,000 
for  Small  Business  Week  activities;  and  $26,000  for  training  and  other  miscellaneous 
contractual  services. 

26.  Supplies  and  Materials  -  $25.000.   For  office  supplies  and  materials. 

3 1 .     Equipment  -  $130.000.   For  replacement  of  miscellaneous  items  of  office  equipment  and 
procurement  of  personal  computers  and  peripherals  to  aid  in  office  operations. 
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FY  1995  CONGRESSIONAL  SUBMISSION 

FINANCE,  INVESTMENT  AND  PROCUREMENT 

MINORITY  SMALL  BUSINESS  &  CAPITAL  OWNERSHff  DEVELOPMENT 


HIGHLIGHT: 

The  function  of  the  Office  of  Minority  Small  Business  and  Capital  Ownership 
Development  (MSB&COD)  is  to  establish,  maintain  and  manage  a  small  business 
development  program  which  promotes  and  facilitates  equal  access  for  socially  and 
economically  disadvantaged  individuals  to  participate  in  the  business  mainstream  of  the 
Nation's  economy. 

MSB&COD  accomplishes  this  function  by  providing  or  arranging  for  contractual, 
financial,  technical  and  management  assistance  necessary  to  promote  business 
development  of  concerns  owned  and  controlled  by  socially  and  economically 
disadvantaged  individuals. 

In  addition,  MSB&COD  is  responsible  for  coordinating   and  formulating  policies 
relating  to  management  and  technical  assistance  for  small  business  concerns  owned  and 
controlled  by  socially  and  economically  disadvantaged  individuals  and  small  business 
concerns  located  in  urban  or  rural  areas  with  high  proportions  of  unemployed  or  low  - 
income  individuals. 

The  office  is  divided  into  five  divisions:    the  Division  of  Program  Certification  and 
Eligibility,  the  Division  of  Program  Development,  the  Division  of  Management  and 
Technical  Assistance,  the  Division  of  Minority  Small  Business  Outreach  and  the 
Operations  Division. 


OTHER  INFORMATION: 


The  Division  of  Program  Certification  and  Eligibility  (DPCE)  participates  in  the 
development  of  and  implements  and  administers  Agency  policy  relating  to  all  aspects  of 
8(a)  program  eligibility,  program  termination,  program  suspension,  program  graduation, 
and  determinations  of  protests  and  appeals  of  self-certifications  of  disadvantaged  status 
for  Federal  programs  which  require  SBA  to  make  such  determinations.    DPCE  processes 
all  applications  for  8(a)  program  participation;  all  termination,  graduation  and 
suspension  recommendations;  and  all  small  disadvantaged  business  protests  and  appeals. 

The  Division  of  Program  Development  (DPD)  participates  in  the  development  of  and, 
implements  and  administers  Agency  policy  relating  to  all  aspects  of  8(a)  business 
development,  including  servicing  8(a)  participant  firms,  and  providing  procurement 
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support  to  these  firms.    DPD  is  the  principal  point  of  interface  between  SBA  and  other 
Federal  departments  and  agencies  for  all  8(a)  contracts  matters. 

The  Division  of  Management  and  Technical  Assistance  ( DMT  A)    implements  and 
administers  Agency  policy  relating  to  the  management  and  technical  assistance  program 
authorized  under  Section  7(j)  of  the  Small  Business  Act.    This  involves  obtaining  and 
maintaining  a  qualified  cadre  of  individuals  and  organizations  to  provide  management 
and  technical  assistance  to  socially  and  economically  disadvantaged  individuals, 
low-income  individuals,  including  businesses  owned  by  these  individuals  as  well  as 
individuals  and  businesses  located  in  low  income  and/or  high  unemployment  areas. 

The  Division  of  Minority  Small  Business  Outreach  (DMSBO)  is  responsible  for 
monitoring  the  geographical  and  industrial  mix  of  the  8(a)  portfolio  and  for  tracking 
firms  for  three  years  beyond  the  expiration  of  their  terms  in  the  8(a)  program. 

The  Operations  Division  drafts,  obtains  clearance  for,  and/or  distributes  reports  on 
program  activity  (including  those  mandated  by  statute),  program  regulations,  standard 
operating  procedures  and  Notices.    In  addition,  the  Operations  Division  handles  all 
administrative  functions  including  budget,  personnel,  travel,  training,  etc. 
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FY  1995  CONGRESSIONAL  SUBMISSION 
FINANCE,  INVESTMENT  AND  PROCUREMENT 

MINORITY  SMALL  BUSINESS 

AND  CAPITAL  OWNERSHIP  DEVELOPMENT 

($  IN  THOUSANDS) 


FTE'S 

TOTAL 

FY  1994    APPROPRIATION 

391.9 

$28,788 

ADJUSTMENTS  TO  BASE  AND  BUILT  IN  CHANGES: 

+  13.8 

+  167 
+505 
+593 
+340           +1,605 

-1%  INCREASE  FOR  PROMOTIONS/WIGS 
-ANNUALIZATION  OF  EXISTING  POSITIONS 
-ADJUSTMENT  OF  FTE 
-BENEFITS  RELATED  TO  ABOVE 

FY  1995  BASE 

405.7 

$30,393 

ADMINISTRATIVE  ADJUSTMENTS: 

+  1,000           +1.000 
+500 
+300 
+200 

-TRAVEL 

-OTHER  SERVICES 
-EQUIPMENT 

FY  1995  REQUEST 

405.7 

$31,393 
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FY  1995  CONGRESSIONAL  SUBMISSION 

FINANCE,  INVESTMENT  AND  PROCUREMENT 

MINORITY  SMALL  BUSINESS/CAPITAL  OWNERSHIP  DEVELOPMENT 

EXPLANATION  OF  DISTRIBUTION  BY  OBJECT  CLASS 

(SEE  ACTIVITY  DATA  SHEET) 


11       Personnel  Compensation  and  Staffing  -  $17.970.000.    For  405 .7  Full-Time  Equivalent 
Positions. 

12.      Personnel  Benefits  -  $3.442.000.    For  direct  contribution  to  retirement  funds,  health 
benefits,  group  insurance,  Medicare  hospital  insurance,  employers  FICA  taxes  and  cost 
of  living  allowance  for  employees  in  covered  locations. 

21.  Travel  and  Transportation  of  Persons  -  $866.000.    Travel  for  Central  Office  staff  at 
$185  per  day  and  field  office  staff  at  $125  per  day. 

22.  Transportation  of  Things  -  $18.000.    For  movement  of  household  goods  in  connection 
with  employee  relocation. 

24.  Printing  and  Reproduction  -  $22.000.    For  forms  to  be  used  by  program  applicants, 
pamphlets;  SOPs  and  miscellaneous  printing  and  reproduction. 

25.  Other  Services  -  $761.000  $44,000  for  MED  Week;  $73,000  for  program  development 
monitoring  system;  $315,000  for  8(a)  training;  $300,000  National  Automated  Reporting 
System  and  $29,000  other  contractual  services. 

26.  Supplies  and  Materials  -  $12.000.    For  office  supplies  and  materials 

3 1 .      Equipment  -  $229.000.    $29,000  for  replacement  of  miscellaneous  items  of  office. 
$200,000  for  equipment  to  support  National  Automated  Reporting  System. 

41.     Grants  -  $8.073.000.    For  7(j)  grant. 
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FY  1995  CONGRESSIONAL  SUBMISSION 

FINANCE,  INVESTMENT  AND  PROCUREMENT 

DISASTER  ASSISTANCE 


HIGHLIGHT: 

The  Small  Business  Administration's  (SBA)  disaster  loans  are  a  key  component  of  the 
overall  Federal  recovery  efforts  in  disasters.    In  the  wake  of  hurricanes,  floods, 
earthquakes,  wildfires,  tornados  and  other  disasters,  SBA's  disaster  loans  are  the  primary 
form  of  Federal  assistance  for  non-farm,  private  sector  disaster  losses.    For  this  reason, 
the  disaster,  loan  program  is  the  only  form  of  SBA  assistance  not  limited  to  small 
businesses.    Disaster  loans  from  SBA  to  homeowners,  renters,  businesses  of  all  sizes 
and  nonprofit  organizations  help  fund  rebuilding. 

By  providing  disaster  assistance  in  the  form  of  loans  which  are  repaid  to  the  Treasury, 
the  SBA  disaster  loan  program  helps  reduce  Federal  disaster  costs  compared  to  other 
forms  of  assistance,  such  as  grants.   When  disaster  victims  need  to  borrow  to  repair 
uninsured  damages,  the  low  interest  rates  and  long  terms  available  from  SBA  make 
recovery  affordable.    SBA's  disaster  loans  are  a  critical  source  of  economic  stimulation 
for  the  economies  of  disaster-ravaged  communities,  helping  to  spur  employment  and 
stabilize  tax  bases. 

SBA  makes  disaster  loans  available  when  disasters  are  declared  by  the  President  or  by 
the  SBA  Administrator.    Because  most  major,  severe  disaster  events  are  declared  by  the 
President,  the  vast  majority  (in  number  and  dollars)  of  SBA's  disaster  loans  are  to 
victims  of  Presidentially  declared  disasters. 

OTHER  INFORMATION: 

SBA  is  authorized  by  law  to  make  two  types  of  disaster  loans: 

Physical  disaster  loans  are  the  primary  source  of  long-term  assistance  for  funding 
rebuilding  and  replacement  of  uninsured  disaster  damages  to  privately-owned  real  and/or 
personal  property.    SBA's  physical  disaster  loans  are  available  to  homeowners,  renters, 
businesses  of  all  sizes  and  nonprofit  organizations. 

Economic  injury  disaster  loans  help  provide  necessary  working  capital  until  resumption 
of  normal  operations  after  a  physical  disaster  event.    The  law  restricts  economic  injury 
disaster  loans  to  small  businesses  without  credit  elsewhere  available.   This  assistance  is 
also  available  to  non-farm  small  businesses  which  have  suffered  economic  injury  as  a 
result  of  farm  disasters  declared  by  the  Secretary  of  Agriculture. 
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SBA  disaster  loans  are  limited  in  purpose  to  avoid  inappropriate  uses  of  subsidized 
Federal  credit.    Secondary  homes,  recreational  vehicles,  luxury  items  and  other  similar 
property  are  not  eligible.    Unlike  the  proceeds  of  an  insurance  settlement  which  a 
policyholder  may  elect  how  to  spend,  SBA  disaster  loan  proceeds  must  be  used  only  for 
the  replacement  or  repair  of  the  disaster  destroyed  or  damaged  personal  property, 
homes,  business  and  commercial  property,  machinery  and  equipment,  inventories  and 
other  business  assets. 

The  disaster  program  is  SBA's  largest  direct  loan  program,  and  it  is  the  only  SBA 
program  assisting  entities  other  than  small  businesses    By  law,  neither  governmental 
units  nor  agricultural  enterprises  are  eligible.   In  Presidential  disasters,  state  and  local 
government  units  may  be  eligible  for  assistance  from  the  Federal  Emergency 
Management  Agency  (FEMA).    Agricultural  producers  may  seek  disaster  assistance 
from  specialized  programs  at  the  U.S.  Department  of  Agriculture  (USDA). 

Disaster  victims  must  repay  SBA  disaster  loans.    SBA  can  only  approve  loans  to 
applicants  with  a  reasonable  ability  to  repay  the  loan  and  other  obligations.    The  terms 
of  each  loan  are  established  in  accordance  with  each  borrower's  ability  to  repay. 

The  law  gives  SBA  several  powerful  tools  to  make  disaster  loans  affordable  for  victims 
who  are  suddenly  confronted  with  unplanned  debt  to  replace  disaster  losses  in  addition 
to  meeting  existing  obligations  and  expenses:    low  interest  rates  ,  long-term  (up  to  30 
years),  and  refinancing  of  prior  debts  (in  some  cases  of  serious  disaster  losses  and 
limited  financial  ability).    By  tailoring  the  terms  of  each  loan  to  meet  each  borrower's 
needs,  SBA  applies  these  tools  only  to  the  extent  necessary  to  effectively  aid  each 
disaster  victim,  thereby,    avoiding  alternative  forms  of  unrecoverable  assistance,  such  as 
grants.    Moreover,  making  loans  rather  than  grants  avoids  creating  an  incentive  for 
property  owners  to  under  insured  against  risk.    SBA  requires  disaster  loans  borrowers  to 
maintain  appropriate  hazard  and  flood  insurance  coverage. 

Swift  responses  to  disasters  are  always  required.   In  order  to  achieve  the  high  degree  of 
readiness  necessary  to  deliver  prompt  and  professional  responses  to  unexpected 
disasters,  SBA  has  four  permanent,  specialized  disaster  area  offices  (Niagara  Falls,  NY; 
Atlanta,  GA;  Ft.  Worth,  TX  and  Sacramento,  CA).    As  needed,  the  core  disaster  staff 
establishes  temporary  offices  in  disaster  communities  and  hires  extra  local  help.    SBA 
provides  on-site,  personalized  service  to  disaster  victims  to  help  speed  the  start  of 
recovery  process. 

In  delivering  timely  assistance,  SBA  adheres  to  sound  lending  and  financial  principles 
and  practices.    Extensive  controls  and  safeguards  throughout  the  process  are  carefully 
followed.    These  include  address  cross  checks  to  avoid  duplicate  claims,  on-site 
inspection  of  claimed  disaster  damages,  and  checks  of  applicants  credit  history  and  any 
prior  criminal  records.    As  the  reconstruction  process  is  typically  slow,  SBA  staff 
monitors  reconstruction  progress,  disburses  funds  as  payments  are  due,  and  modifies 
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loan  terms  and  conditions  to  adapt  to  unpredictable  needs.   By  disbursing  funds  as 
needed,  making  on-site  inspections  of  reconstruction  projects  to  assure  proper  use  of 
loan  funds  previously  disbursed,  writing  checks  jointly  payable  to  contractors  or 
suppliers,  and  exercising  similar  controls,  misuse  of  loan  funds  is  minimized.    Such 
caution  is  essential  in  the  inherently  risky  environment  of  disaster  lending  to  assure  that 
government  funds  are  properly  used,  that  collateral  value  is  not  diminished,  and  that 
unpredictable  financial  circumstances  are  accommodated  in  a  manner  consistent  with 
both  the  borrowers'  needs  and  SBA's  interest  in  preserving  likely  repayment. 


Due  to  the  inherently  unpredictable  nature  of  disasters,  reflected  in  the  historically 
extreme  differences  in  the  number  and  magnitude  of  disasters  from  one  year  to  another, 
it  is  not  possible  to  accurately  predict  disaster  program  operating  needs.    This  budget 
request  is  based  on  an  average  (discounting  extreme  peaks  such  as  FY  1990,  1993  and 
1994  or  valleys  such  as  FY  1989)  year  in  terms  of  the  number,  severity,  timing  and 
location  of  disaster  occurrences.    Because  most  years  depart  significantly  from  the  norm, 
the  need  for  fiscal  resources  is  often  different.   Therefore,  the  level  of  fiscal  resources 
requested  in  advance  may  often  require  reassessment  throughout  the  year. 

Disaster  program  operating  resources  are  used  to  maintain  reasonable  response  times  by 
processing  and  disbursing  loan  applications  in  a  timely  manner,  consistent  with  the  need 
to  fund  permanent,  long-term  rebuilding.   Delivery  costs  are  carefully  controlled  to 
parallel  actual  delivery  needs.    Equally  important,  tight  quality  controls,  strict  adherence 
to  established  safeguards,  and  consistent  application  of  sound  lending  practices  are 
carefully  maintained.    Consistent,  vigorous  and  uninterrupted  servicing  of  disaster  loans 
is  essential  to  protect  the  Government's  interest  and  assure  maximum  repayment  of 
loans  in  the  portfolio. 


OBJECTIVES: 

The  deep  subsidy  in  mis  program  would  be  reduced  by  increasing  the  interest  rate  on 
these  loans.   Therefore,  we  propose  to  increase  the  interest  rate  on  all  disaster  loans  to 
the  Treasury's  cost  of  money  plus  one  point.    We  will  require  a  subsidy  cost  of  $52 
million  which  will  fund  a  program  level  of  $412  million.    This  activity  provides 
financial  assistance  through  direct  loans  not  only  to  small  businesses  but  also  to 
homeowners  and  other  businesses  that  have  suffered  financial  or  property  loss  in  a 
disaster. 


756 


U.S.  SMALL  BUSINESS  ADMINISTRATION 


61 


FY  1995  CONGRESSIONAL  SUBMISSION 

DISASTER  ASSISTANCE 

SALARIES  AND  EXPENSES  BY  OBJECT  CLASS 

($  IN  THOUSANDS) 


FY  1991 

FY  1992 

FY  1993 

FY  1994 

FY  1994 

FY  1995 

OBJECT  CLASS: 

Actual 

Actual 

Actual 

Appropriated 

Availability 

Request 

Compensation 

$27,680 

$33,254 

$62,659 

$12,888 

$79,234 

$13,258 

Benefits 

5,388 

6.055 

9.184 

2.427 

14.331 

2,497 

Travel 

5,683 

10,799 

22,257 

2,000 

35.815 

2,060 

Transportation 

102 

26 

40 

100 

100 

102 

Rents  &  Communication 

4,599 

4,351 

6,582 

1,192 

7,000 

1.292 

Printing 

129 

153 

502 

68 

650 

68 

Other  Services 

1,407 

2,512 

5,187 

816 

6,400 

816 

Supplies 

433 

740 

1.023 

206 

1.700 

206 

Equipment 

1.319 

1,514 

2,299 

172 

2,500 

172 

Subtotal 

$46,740 

$59,404 

$109,733 

$19,869 

$147,730 

$20,471 

Non-Credit  Initiatives 

- 

- 

- 

- 

- 

- 

Total 

$46,740 

$59,404 

$109,733 

$19,869 

$147,730 

$20,471 

FTE 

918.9 

9890 

17280 

452.0 

21650 

465  0 
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FY  1995  CONGRESSIONAL  SUBMISSION 

BUSINESS  DEVELOPMENT 

SUMMARY 

Business  Development  includes  six  divisions  that  encompass  the  management  counseling  and 
training  endeavors  of  SBA,  as  well  as  the  special  emphasis  programs  of  the  Agency.   These 
decision  units  include: 

1.  Immediate  Office 

2.  Business,  Initiatives,  Education  and  Training 

3.  Veteran's  Affairs 

4.  Women's  Business  Ownership 

5.  International  Trade 

6.  Small  Business  Development  Centers 

The  following  pages  delineates  summary  data  for  six  divisions,  including  aggregated 
personnel  and  administrative  expense  data.    Subsequent  pages  contain  details  for  each  of  the 
six  divisions  included  in  Business  Development. 
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FY  1995  CONGRESSIONAL  SUBMISSION 

BUSINESS  DEVELOPMENT 

SUMMARY 

($  IN  THOUSANDS) 


FTE'S 

TOTAL 

FY  1994   APPROPRIATION 

$118,122 

ADJUSTMENTS  TO  BASE  AND  BUILT  IN  CHANGES: 

+  169 

-1%  INCREASE  FOR  PROMOTIONS/WIGS 

-ANNUAL1ZATION  OF  EXISTING  POSITIONS 

-664 

-ADJUSTMENT  OF  FTE 

-27.8 

-1.203 

-BENEFITS  RELATED  TO  ABOVE 

-250 

-1.948 

FY  1995  BASE 

376.0 

$116,174 

ADMINISTRATIVE  ADJUSTMENTS: 

+3,050 
+  100 

+3.050 

-OTHER  SERVICES 

-BUSINESS  DEVELOPMENT  INITIATIVE 

+1,650 

-ONE  STOP  SHOPS 

+400 

-MARKETINO  INITlATrVES 

+900 

PROGRAM  CHANGES: 

-18.730 
+720 

-18.730 

-EMPOWERMENT  BICS 

-EMPOWERMENT  PROJECT  MANAGEMENT 

+  1.725 

-EXPORT  ASSISTANCE  CENTERS 

+3.202 

-WBO  DEMONSTRATION  PROJECTS 

-1,500 

-WOMEN'S  COUNCIL 

-500 

-SCORE 

-418 

-SBI 

-3.000 

-SBDC  CENTRAL  EUROPEAN 

-1,091 

-SBDC  TECHNICAL  ASSISTANCE 

-677 

-TOWANDA.  PA 

-500 

-CLEAN  AIR  ACT 

-465 

-DATA  COLLECTION  SYSTEM-CENTRAL  ARKANSAS 

-200 

-HAZARD  COMMUNITY  COLLEGE  ACAD.  &  TECH 

-750 

-SETON  HILL  CENTER  FOR  ENTREPRENEURIAL  OPP. 

-930 

-SBDC  GRANTS 

-4.266 

-NATIONAL  CENTER  FOR  GENOME  RESOURCES 

-5,000 

-N.C.  CAPITAL  ACCESS 

-750 

-PRESTONBURG.  KY 

-1.000 

-WVHTC  SB  INCUBATOR 

-1.000 

-NEBRASKA  SB  DATABASE 

-680 

-W.  KENTUCKY  UNIV.  SB 

-100 

-UNIV.  OF  ARKANSAS  SB  INCUBATOR 

-1,000 

-GRANT  COUNTY.  WV  SB  DEV  FUND 

-250 

-PADUCAH,  KY  SB  INCUBATOR 

-300 

FY  1995  REQUEST 

376.0 

$100,494 
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FY  1995  CONGRESSIONAL  SUBMISSION 

BUSINESS  DEVELOPMENT 

SUMMARY 

SALARIES  AND  EXPENSES  BY  OBJECT  CLASS 

(S  IN  THOUSANDS) 


"  "™ 

FY  1991 

FY  1992 

FY  1993 

FY  1994 

FY  1994 

FY  1995 

OBJECT  CLASS: 

Actual 

Actual 

Actual 

Appropriated 

Availability 

Request 

Compensation 

$16,343 

$16,723 

$17,172 

$16,955 

$16,955 

$15,257 

Benefits 

3,091 

3,329 

3,352 

3,309 

3,309 

3,059 

Travel 

836 

683 

885 

400 

400 

400 

Transportation 

26 

14 

4 

18 

18 

18 

Rents  &  Communication 

125 

58 

3 

0 

0 

0 

Printing 

94 

116 

603 

448 

448 

448 

Other  Services 

357 

884 

572 

962 

962 

4,012 

1  Supplies 

56 

72 

36 

87 

87 

87 

Equipment 

48 

27 

6 

58 

58 

58 

Subtotal 

$20,976 

$21,906 

$22,633 

$22,237 

$22,237 

$23,339 

Non-Credit  Initiatives 

$68,677 

$84,963 

$92,374 

$95,885 

$96,277 

$77,155 

Total 

$89,653 

$106,869 

$115,007 

$118,122 

$118,514 

$100,494 

FTE 

4252 

421  8 

408.2 

403  8 

403  8 

3760 
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FY  1995  CONGRESSIONAL  SUBMISSION 

ASSOCIATE  DEPUTY  ADMINISTRATOR 

FOR  BUSINESS  DEVELOPMENT 

IMMEDIATE  OFFICE 


HIGHLIGHT: 

The  Office  of  the  Associate  Deputy  Administrator  for  Business  Development  (ADA/BD)  is 
responsible  for  the  management  of  the  following  offices:    Office  of  Business  Initiatives, 
Education  and  Training;  Office  of  Veterans  Affairs,  Office  of  Women's  Business  Ownership, 
Office  of  International  Trade,  and  the  Office  of  Small  Business  Development  Centers,  as  well 
as  the  Small  Business  Administration's  (SBA)  Answer  Desk  program  and  the  International 
Visiter's  Center. 

These  offices  are  responsible  for  promoting  the  establishment,  vitality  and  growth  of  small 
businesses.    They  do  this  by  developing,  coordinating  and  communicating  policy,  providing 
technical  support,  evaluating  the  effectiveness  of  programs  and  allocating  resources.    The 
Office  of  Business  Development   serves  as  the  marketing  arm  of  the  Agency.    Specific 
programs  include  assisting  veteran  and  women-owned  businesses,  promoting  international 
trade,  creating  and  disseminating  publications,  and  overall  small  business  development 
marketing  and  outreach. 

In  general,  the  Office  is  responsible  for  overseeing  various  outreach,  counseling,  training  and 
special  emphasis  programs,  within  the  Agency. 

OBJECTIVES; 


•Improve  program  delivery  through  adequate  training  and  expanded  use  of  private  sector 
resources. 

'Increase  the  number  of  small  businesses  participating  in  global  markets. 

'Expand  opportunities  for  women-owned  and  veteran-owned  businesses  in  SBA  finance 
programs. 

•Provide  expanded  program  support  to  Field  personnel. 

'Measure  effectiveness  and  economic  impact  of  Business  Development  services. 

♦Support  small  businesses  who  are  SBA  loan  recipients  by  increased  access  to  Business 
Development  services. 
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♦Implement  a  client  tracking  system  to  measure  the  efficacy  of  SBA's  program  delivery 

♦Expand  opportunities  for  small  businesses  to  access  and  utilize  technological  information, 
innovations  and  advanced  manufacturing  technologies  developed  through  Federal  research  and 
development  efforts. 
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FY  1995  CONGRESSIONAL  SUBMISSION 

ASSOCIATE  DEPUTY  ADMINISTRATOR  FOR 

BUSINESS  DEVELOPMENT 

IMMEDIATE  OFFICE 

($  IN  THOUSANDS) 


FTE'S 

TOTAL 

FY  1994    APPROPRIATION 

4.8 

$435 

ADJUSTMENTS  TO  BASE  AND  BUILT  IN  CHANGES: 

+  1.2 

+3 
+84 
+17               +104 

-1%  INCREASE  FOR  PROMOTIONS/WIGS 
-ADJUSTMENT   OF  FTE 
-BENEFITS  RELATED  TO  ABOVE 

FY  1995  BASE 

6.0 

$539 

ADMINISTRATIVE  ADJUSTMENTS: 

+1.650          +1.650 

-BUSINESS  DEVELOPMENT  INITIATIVES 

FY  1995  REQUEST 

6.0 

$2,189 
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FY  1995  CONGRESSIONAL  SUBMISSION 

BUSINESS  DEVELOPMENT 

IMMEDIATE  OFFICE 

EXPLANATION  OF  DISTRIBUTION  BY  OBJECT  CLASS 

(SEE  ACTIVITY  DATA  SHEET) 


11.  Personnel  Compensation  and  Staffing  -  $418.000.   For  6.0  Full-Time  Equivalent 
Positions. 

12.  Personnel  Benefits  -  $74.000.   For  direct  contribution  to  retirement  funds,  health 
benefits,  group  insurance,  Medicare  hospital  insurance,  and  employers  FICA  taxes. 

21.     Travel  and  Transportation  of  Persons  -  $15.000.   Travel  for  Central  Office  staff  at  $185 
per  day. 

24.  Printing  and  Reproduction  -  $4.000.   For  miscellaneous  printing  and  reproduction. 

25.  Other  Services  -  $1.667.000.    $17,000  for  miscellaneous  other  contractual  services;  and 
$1,650,000  for  Business  Development  Initiatives. 

26.  Supplies  and  Materials  -  $2.000.    For  office  supplies  and  materials. 

31.     Equipment  -  $9.000.   For  replacement  of  miscellaneous  items  of  office. 


764 


U.S.  SMALL  BUSINESS  ADMINISTRATION 69 


FY  1995  CONGRESSIONAL  SUBMISSION 

BUSINESS  DEVELOPMENT 

BUSINESS  INITIATIVES,  EDUCATION  AND  TRAINING 


HIGHLIGHT: 

The  majority  of  the  Nation's  small  business  failures  can  be  directly  attributed  to 
inadequate  owner/managerial  decision-making  and  performance.    The  Office  of  Business 
Initiatives,  Education  and  Training  (BIET)  is  the  sole  office  in  the  United  States 
government  dedicated  to  producing  quality  technical  and  managerial  resources  for  all 
entrepreneurs.   The  focus  of  BEET   is  to  provide  a  diverse  mix  of  training/counseling 
resources  and  information  to  the  public  to  enable  present  or  prospective 
owners/managers  to  enhance  their  decision-making  skills,  and  with  these,  increase  their 
effectiveness/productivity. 

In  FY  1995,  BIET  will  continue  to  support  agency  initiatives  which    provide  a  diverse 
mix  of  training,  counseling,  and  information  for  small  businesses.   These  efforts  will 
build  upon  the  SCORE  program  which  counsel  and  train  business  persons. 

BIET  will  also  continue  to  promote  special  pilot  programs  which  address  topics  of 
importance  to  small  business  owners.   These  are  addressed  through  partnerships  with 
local,  state,  and  federal  partners,  as  well  as  from  the  private  sector. 

OTHER  INFORMATION; 

BDBT's  focus  on  outreach  and  educational  training  offers  every  possible  opportunity  for 
the  entrepreneur  to  meet  the  competition  in  today's  markets    A  sampling  of  BIET's 
activities  are  best  demonstrated  in: 

*  Business  Information  Centers  that  provide  high  tech  hardware,  software  and 
telecommunications  with  on-site  SCORE  counseling,  are  operational  in  Atlanta, 
Houston,  Los  Angeles,  St.  Louis,  Seattle,  Boston,  Chicago  and  Washington,  DC. 

SBA  On-Line,  a  computer-based  national  electronic  bulletin  board  that  provides  a 
national  calendar  of  events,  information  on  SBA,  and  other  government  programs. 

The  Visitor's  Center  and  Answer  Desk  provide  information  on  SBA  programs  to 
international  visitors  and  the  general  public. 

*  Small  Business  National  Training  Network  makes  quality  entrepreneurship 
education  available  through  community  colleges  and  other  non-traditional  sites 
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BIET  expands  the  capability  of  SBA  field  offices  in  support  of  small  business 
nationwide  through  its  resource  development,  outreach  and  marketing  efforts  by: 

*  Increasing  partnerships  with  the  private  sector 

*  Initiating  special  programs  with  business  and  community  leaders 

*  Providing  intergovernmental  assistance  and  support  to  federal  and  state  agencies 
on  small  business  matters 

*  Supporting  the  growth  of  the  Service  Corps  of  Retired  Executives  (SCORE)  with 
its  390  chapters  and  270  satellite  offices. 

STRATEGIC  MARKETING  &  OUTREACH  (SM&O)  provides  the  research  material 
and  the  resources  for  SBA  and  its  field  offices,  the  federal  government  and  private 
sector.   Activities  include: 

*  Seminars  and  Workshops  for  entrepreneurs 

*  Video/text  instructional  materials 

*  Computer  software  and  communication  links  for  instant  information 

*  Trade  shows  with  distribution  of  printed  and  video  products 


PUBLICATIONS  &  GRAPHICS  (P&G)  plans,  directs  and  coordinates  presentation  of 
SBA  program  activities,  policies  and  publications  on  business  management  and  growth 
through  printed  and  audio  visual  materials  for  the  small  business  community. 

INFORMATION  SERVICES  (IS)  provides  a  computerized  telephone  message  system, 
SBA's  Answer  Desk,  that  is  staffed  by  agency  information  specialists.   SBA's  Visitor's 
Center  welcomes  visitors  to  SBA's  central  office,  as  well  as  provides  briefings, 
publications  and  other  materials  as  requested. 
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FY  1995  CONGRESSIONAL  SUBMISSION 

BUSINESS  DEVELOPMENT 

BUSINESS  INITIATIVES,  EDUCATION  &  TRAINING 

($  IN  THOUSANDS) 


FTE'S 

TOTAL 

FY  1994   APPROPRIATION 

338.1 

$35,399 

ADJUSTMENTS  TO  BASE  AND  BlIILT  IN  CHANGES: 

+  135 

-1%  INCREASE  FOR  PROMOTION/WIGS 

-ANNUALIZATJON  OF  EXISTING  POSITIONS 

-664 

-ADJUSTMENT  OF  FTE 

-14.1 

-564 

-BENEFITS  RELATED  TO  ABOVE 

■154 

-1.247 

FY  1995  BASE 

324.0 

$34,152 

ADMINISTRATIVE  ADJUSTMENTS: 

+  1.600 
+300 

+  1.600 

-OTHER  SERVICES 

-ONE  STOP  SHOP 

+400 

-MARKETING  INITIATIVES 

+900 

PROGRAM  CHANGES: 

-12.468 
+720 

-12.468 

-EMPOWERMENT  BICS 

-EMPOWERMENT  PROJECT  MANAGEMENT 

+  1.725 

-SBI 

-3.000 

-SCORE 

-418 

-CLEAN  AIR  ACT 

-465 

-DATA  COLLECTION  SYSTEM-CENTRAL  ARKANSAS 

-200 

-HAZARD  COMMUNITY  COLLEGE  ACAD.  A  TECH 

-750 

-NATIONAL  CENTER  FOR  GENOME  RESOURCES 

-5,000 

-N.C.  CAPITAL  ACCESS 

-750 

-PRESTONBURG.  KY 

-1,000 

-WVHTC  SB  INCUBATOR 

-1,000 

-NEBRASKA  SB  DATABASE 

-680 

-W.  KENTUCKY  UNTV.  SB 

-100 

-UNTV.  OF  ARKANSAS  SB  INCUBATOR 

-1.000 

-GRANT  COUNTY.  WV  SB  DEV  FUND 

-250 

-PADUCAH.  KY  SB  INCUBATOR 

-300 

FY  1995  REQUEST 

324.0 

$23,284 
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FY  1995  CONGRESSIONAL  SUBMISSION 
BUSINESS  DEVELOPMENT 
OFFICE  OF  BUSINESS  INITIATIVES,  EDUCATION  AND  TRAINING 
EXPLANATION  OF  DISTRIBUTION  BY  OBJECT  CLASS 
(SEE  ACTIVITY  DATA  SHEET) 


]  1.      Personnel  Compensation  and  Staffing  -  $12.393.000.    For  324.0  Full-Time  Equivalent 
Positions. 

12.     Personnel  Benefits  •  $2.540.000.    For  direct  contribution  to  retirement  funds,  health 
benefits,  group  insurance,  Medicare  hospital  insurance,  employers  FICA  taxes  and  cost 
of  living  allowance  for  employees  in  covered  locations. 

2 1 .  Travel  and  Transportation  of  Persons  -  $2 1 2.000.    Travel  for  Central  Office  staff  at 
$185  per  day  and  field  office  staff  at  $125  per  day. 

22.  Transportation  of  Things  -  $18.000.    For  movement  of  household  goods  in  connection 
with  employee  relocation. 

24.  Printing  and  Reproduction  -  $355.000.    For  publications  and  miscellaneous  program 
brochures  and  SOPs. 

25.  Other  Services  -  $4.579.000.     $72,000  for  Management  Information  Summary  (MIS) 
data;  $125,000  for  publication  distribution;  $100,000  for  training  materials;  $207,000  for 
program  studies  and  surveys;  $30,000  for  contract  writers/editors;  $65,000  for  meetings 
and  conferences;  $400,000  for  One  Stop  Shops;  $900,000  for  marketing;  $50,000  for 
Career  Certificate  Program;  $720,000  for  Business  Information  Centers;  $1,725,000 
Empowerment  Project  Management,  $185,000  for  other  miscellaneous  contractual 
services. 

26.  Supplies  and  Materials  -  $69.000.    For  office  supplies  and  materials. 

31.      Equipment  -  $36.000.    For  replacement  of  miscellaneous  items  of  office  equipment  and 
procurement  of  personal  computers  and  peripherals  to  aid  in  office  operations. 

41.     Grants  -  $3.082.000.   For  SCORE  grant. 
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FY  1995  CONGRESSIONAL  SUBMISSION 

BUSINESS  DEVELOPMENT 

VETERANS  AFFAIRS 

HIGHLIGHT: 

The  Office  of  Veterans  Affairs  (OVA)  coordinates  outreach  and  program  activities  with 
a  small  Central  Office  staff  and  SCORE  Veterans  Affairs  Coordinators.    OVA  monitors 
the  Vietnam-era  and  Disabled  Veteran  Loan  Program;  develops  a  calendar  for  veteran 
training  and  conferences;  and  establishes  in-depth  training  programs  for  veterans  and 
provides  specialized  veterans  training  in  cooperation  with  the  private  sector,  Federal, 
state  and  local  governments.     With  the  downsizing  of  the  military,  OVA  will  continue 
to  emphasize  on  Transition  Training  in  1994  and  199S. 

OTHER  INFORMATION: 

SB  As  Veterans  Affairs  program  is  the  result  of  the  Congressional  mandate  of  PL 
93-237  which  requires  that  the  Agency  give  special  consideration  to  veterans  in  all 
agency  programs.    This  is  accomplished  by  providing  outreach  to  veterans  and  veterans' 
groups  throughout  the  regions  and    sponsoring  conferences  and  seminars  to  explain 
SBA's  programs,  entrepreneurial  training  and  counseling  for  veterans,  and  training  for 
veterans  on  how  to  do  business  with  the  Federal,  state  and  local  governments.   During 
FY  1993  the  ten  Regional  Offices  participated  in  over  1,000  conferences  that  addressed 
in  part  Veteran's  issues.    SBA,  through  its  resource  partners,    counseled  and  trained  over 
100,000  veterans,  provided  transition  training  at  135  military  installations  and  is  active 
in  27  communities  impacted  by  base  closure.    SBA  also  guaranteed  $826  million  in 
loans  to  veterans  in  FY  1993  and  projects  over  $1  billion  in  lending  to  veterans  in  FY 
1995. 

OBJECTIVES: 

The  Office  of  Veterans  Affairs'  main  objectives  are  to:    increase  veterans'  participation 
in  all  agency  programs,  improve  program  planning  with  District  Directors,  and  expand 
the  transitional  training  initiative  and  the  Veterans  Entrepreneurial  Training  grant 
program.   These  objectives  are  outlined  in  OVA's  Strategic  Plan,  and  accomplished  by 
conducting  a  variety  of  training  conferences  and    long-term  entrepreneurial  training, 
expanded  marketing  of  SBA  services,  promoting  procurement  goals  for  veteran-owned 
businesses,  monitoring  veteran  participation  in  all  SBA  programs,  and  conducting 
economic  research.    In  an  effort  to  reach  the  500,000  active  duty  military  returning  to 
civilian  life,  OVA  has  a  goal  of  providing  the  necessary  training  for  personnel 
processing  out  of  military  service.   This  training  will  be  conducted  at  all  major  military 
installations  involved  with  out-processing.    OVA  will  work  closely  with  the  President's 
Economic  Adjustment  Committee  to  provide  business  development  and  procurement 
services  to  those  impacted  by  the  fifty  bases  scheduled  to  be  closed  by  1997. 
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FY  1995  CONGRESSIONAL  SUBMISSION 

BUSINESS  DEVELOPMENT 

VETERANS  AFFAIRS 

($  IN  THOUSANDS) 


FTE'S 

TOTAL 

FY  1994    APPROPRIATION 

12.3 

$1,211 

ADJUSTMENTS  TO  BASE  AND  BUILT  IN  CHANGES: 

-4.3 

+6 
-187 
;28               -209 

-1%  INCREASE  FOR  PROMOTIONS/WIGS 
-ADJUSTMENT  OF  FTE 
-BENEFITS  RELATED  TO  ABOVE 

FY  1995  BASE 

8.0 

$1,002 

FY  1995  REQUEST 

8.0 

$1,002 
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FY  1995  CONGRESSIONAL  SUBMISSION 

BUSINESS  DEVELOPMENT 

VETERANS  AFFAIRS 

EXPLANATION  OF  DISTRIBUTION  BY  OBJECT  CLASS 

(SEE  ACTIVITY  DATA  SHEET) 


11.  Personnel  Compensation  and  Staffing  -  $412.000.    For  8.0  Full-Time  Equivalent 
Positions. 

12.  Personnel  Benefits  -  S8 1.000.   For  direct  contribution  to  retirement  funds,  health 
benefits,  group  insurance,  Medicare  hospital  insurance,  and  employers  FICA  taxes. 

21.      Travel  and  Transportation  of  Persons  -  $36.000    Travel  for  Central  Office  staff  at  $185 
per  day  and  field  office  staff  at  $125  per  day. 

24.  Printing  and  Reproduction  -  $16.000.    For  miscellaneous  printing  and  reproduction. 

25.  Other  Services  -  $450.000.    $445,000  for  Veteran's  Outreach  and  $5,000  for  training. 

26.  Supplies  and  Materials  -  $4.000.    For  office  supplies  and  materials. 

31.     Equipment  -  $3.000.   For  replacement  of  miscellaneous  items  of  office  equipment. 
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FY  1995  CONGRESSIONAL  SUBMISSION 

BUSINESS  DEVELOPMENT 

WOMEN'S  BUSINESS  OWNERSHIP 


HIGHLIGHT: 


The  Office  of  Women's  Business  Ownership  (WBO)  was  established  by  Executive 
Order  12138  in  1979  to  establish  a  national  policy  to  support  the  growth  and  expansion 
of  women  entrepreneurs.    The  Office  has  the  responsibility  to  see  that  the  provisions  of 
the  Executive  Order  and  other  Administration  and  Congressional  directives  concerning 
women's  business  ownership  are  carried  out. 

Women  business  owners  are  one  of  the  fastest  growing  sectors  of  the  small  business 
community,  currently  opening  businesses  at  twice  the  rate  of  men.    They  represent  a 
potent  economic  force  in  our  national  economy.    US  Census  Bureau  statistics  (1987) 
show  that  women-owned  businesses  represent  32  percent  of  the  non-farm,  sole 
proprietorships,  Subchapter  S  and  partnerships  of  10  or  fewer  small  businesses  in  the 
United  States  and  they  gross  over  $278  billion  in  annual  receipts.    In  addition,  the 
Office  of  Advocacy  completed  a  study  in  conjunction  with  the  Federal  Reserve  Bank 
that  estimated  the  number  of  women-owned  full  corporations  at  13  percent  of  all  U.S. 
corporations,  and  gauged  their  economic  impact  at  2  percent  of  corporate  receipts  or 
$200  billion. 

OTHER  INFORMATION: 

One  of  the  primary  responsibilities  of  the  Office  of  Women's  Business  Ownership  is  to 
implement  PL.  100-533,  The  Women's  Business  Ownership  Act  of  1988  and  the 
Women's  Business  Development  Act  of  1991,  PL.  102-191.    This  includes  marketing  of 
the  small  loan  program,   the  Demonstration  Project  Program  to  establish  long-term 
training  and  counseling  centers,  among  other  things. 

The  office  also  serves  as  the  advocate  in  the  public  and  private  sector  on  behalf  of 
present  and  potential  women  business  owners.   This  role  requires  extensive  coordination 
and  outreach  to  outside  interest  groups  and  similar  work  throughout  all  program  areas  of 
the  SBA. 

In  addition,  the  basic  functions  of  this  office  include  the  following: 

*         Research,  develop  and  coordinate  conferences  across  the  country  that  address  the 
key  issues  women  business  owners  face,  such  as  access  to  capital,  federal 
procurement,  home  based  business  conferences,  etc. 
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Improve  data  collection  about  the  demographics  of  women's  business  ownership  to 
help  develop  policies  affecting  women  and  programs  to  support  them  in 
entrepreneurship 

Develop  programs  geared  toward  increasing  women's  participation  in  Federal 
procurement,  including  negotiating  goals  for  women  owned  businesses  annually 
with  every  Federal  agency,  helping  other  Federal  agencies  identify  women-owned 
businesses  for  government  contract  opportunities  and  increasing  the  number  of 
sub-contract  awards  to  women  through  goals  and  education. 

*        Publicize  the  availability  of  the  SBA's  small  loan  program,  designed  to  assist 

service  businesses,  and  the  micro  loan  program  designed  to  assist  individuals  that 
need  smaller  amounts  of  capital  to  begin. 

Develop  and  monitor  publications,  media  and  casework  activities,  in  an  effort  to 
disseminate  information  about  programs  and  services  that  benefit  women-owned 
businesses,  including  specific  material  from  the  Office  of  Women's  Business 
Ownership. 

Modify  current  rural  outreach  programs  to  better  address  the  concerns  and 
problems  faced  by  women  business  owners  and  to  train  those  interested  in 
business  start-ups. 

Strengthen  the  SBA's  mentor  program  (The  Women's  Network  for  Entrepreneurial 
Training  -  WNET)  for  growing  women  business  owners  in  all  fifty  states. 

Serve  as  a  clearinghouse  for  the  dissemination  of  information  and  the  receipt  of 
suggestions  concerning  Federal  policies  and  activities  related  to  women  business 
owners. 

Implement  and  monitor  a  $10  million  (authorized)  demonstration  project  program 
which  provides  long-term  training  and  counseling  to  women  business  owners  and 
potential  women  business  owners.    Report  annually  to  Congress. 
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FY  1995  CONGRESSIONAL  SUBMISSION 

BUSINESS  DEVELOPMENT 

WOMEN'S  BUSINESS  OWNERSHIP 

($  IN  THOUSANDS) 


FTE'S 

TOTAL 

FY  1994    APPROPRIATION 

8.7 

$4,308 

ADJUSTMENTS  TO  BASE  AND  BUILT  IN  CHANGES: 

-3.7 

+4 
-174 
zii               -201 

-1%  INCREASE  FOR  PROMOTIONS/WIGS 
-ADJUSTMENT  OF  FTE 
-BENEFITS  RELATED  TO  ABOVE 

FY  1995  BASE 

5.0 

$4,107 

ADMINISTRATIVE  ADJUSTMENTS: 

-200               -200 

-OTHER  SERVICES 
PROGRAM  CHANGES: 

-200 
-2.930            -2.930 

-WBO  DEMONSTRATION  PROJECTS 

-WOMEN'S  COUNCIL 

-SETON  HILL  CENTER  FOR  ENTREP.  OPP. 

-1,500 
-500 
-930 

FY  1995  REQUEST 

5.0 

$977 
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FY  1995  CONGRESSIONAL  SUBMISSION 

BUSINESS  DEVELOPMENT 

WOMEN'S  BUSINESS  OWNERSHIP 

EXPLANATION  OF  DISTRIBUTION  BY  OBJECT  CLASS 

(SEE  ACTIVITY  DATA  SHEET) 


11       Personnel  Compensation  and  Staffing  -  $228.000.    For  5.0  Full-Time  Equivalent 
Positions. 

12.      Personnel  Benefits  -  $49.000.    For  direct  contribution  to  retirement  funds,  health 
benefits,  group  insurance,  Medicare  hospital  insurance,  and  employers  FICA  taxes. 

21       Travel  and  Transportation  of  Persons  -  $17.000.    Travel  for  Central  Office  staff  at  $185 
per  day  and  field  office  staff  at  $125  per  day. 

24.  Printing  and  Reproduction  -  S3 8.000    For  miscellaneous  printing  and  reproduction 

25.  Other  Services  -  $635.000.    $130,000  for  management  training;  $5,000  for  other 
miscellaneous  contractual  services;  and  $500,000  for  Demonstration  Projects. 

26.  Supplies  and  Materials  -  $4.000.    For  office  supplies  and  materials. 

3 1       Equipment  -  $6.000.   For  replacement  of  miscellaneous  items  of  office  equipment. 
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FY  1995  CONGRESSIONAL  SUBMISSION 

BUSINESS  DEVELOPMENT 

INTERNATIONAL  TRADE 


HIGHLIGHT: 


The  activities  of  the  Office  of  International  Trade  (OIT)  are  designed  to  fulfill  the 
requirements  of  Public  Law  96-481  and  the  Omnibus  Trade  Bill  and  to  support  the  high 
priority  given  international  trade  initiatives  by  the  Administrator  in  the  macro  goals  of 
the  Agency.   This  is  accomplished  primarily  through  outreach  activities  and  programs  to 
the  small  business  community  with  emphasis  on  counseling  and  training.    OIT  provides 
information  to  and  educational  opportunities  for  small  business  owners  to  learn  how  to 
enter  the  global  marketplace  or,  if  they  are  already  exporting,  how  to  move  into  new 
markets. 

The  program  provides  basic  information  on  exporting,  including  data  and  resources 
available  at  the  Federal,  regional  and  state  levels,  and  information  on  marketing 
opportunities.    OIT  markets  SBA  and  other  financial  assistance  programs  to  the 
exporting  community  in  conjunction  with  SBA's  Finance,  Investment  Division  as  well  as 
other  Federal  agencies  and  private  sector  resources. 


OTHER  INFORMATION: 

For  FY  1995,  the  Office  of  International  Trade  will  strive  to  improve  its  outreach  efforts 
and  to  expand  the  Agency's  role  in  providing  financing  for  eligible  small  business 
exporters.    OIT  will  accomplish  this  by  concentrating  on  the  following  goals: 

*  Focus  national  attention  on  small  business  opportunities  to  be  created  by  the  North 
America  Free  Trade  Agreement  (NAFTA),  EC  92  and  the  Asia-Pacific 
marketplace. 

*  Work  with  other  SBA  program  offices  and  trade  groups  to  develop  and 
successfully  implement  trade  promotion  activities  targeting  specific  industries  and 
SBA  client  groups. 


OBJECTIVES: 

For  FY  1995,  the  Office  of  International  Trade's  main  objectives  are  the  following: 
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*  To  improve  outreach  to  the  small  business  community,  in  cooperation  with 
Federal,  state  and  local  organizations  and  private  sector  parries  to  encourage 
consideration  of  the  global  marketplace.    Participate  with  the  U.S.  Department  of 
Commerce  and  the  Export  -  Import  Bank  in  a  pilot  initiative  to  improve  delivery 
of  trade  assistance  to  U.S.  businesses.    The  first  four  U.S.  Export  Assistance 
Centers  will  be  established  in  Miami,  Baltimore,  Chicago  and  Los  Angeles  and 
will  combine  the  resources  of  these  agencies  and  other  public/private  partners. 

*  To  market  SBA  financial  assistance  programs  to  the  small  business  exporting  and 
banking  community  to  increase  small  business  access  to  export  financing  through 
the  SBA's  Export  Revolving  Line  of  Credit  (ERLC),  the  International  Trade  Loan 
and  will  explore  increasing  the  usage  of  the  7(a)  loan  program  for  export 
purposes.  This  effort  is  undertaken  in  conjunction  with  the  Export-  Import  Bank 
and  other  Federal,  State  and  private  sector  sources. 

*  To  improve  educational  opportunities  to  current  and  potential  small  business 
exporters  in  the  form  of  trade  events,  conferences,  meetings  and  seminars  at  the 
international,  national,  regional  and  district  levels. 

*  To  develop  and  provide  small  business  exporters  with  export  information  and 
assistance  that  is  available  at  the  Federal,  state  and  regional  levels  with  emphasis 
on  providing  information  and  facilitating  international  joint  ventures  between  U.S. 
and  foreign  small  businesses. 

*  To  support  greater  participation  of  small  businesses  in  overseas  trade  events  that 
are  consistent  with  the  objectives  of  OrTs  Strategic  Plan. 

*  To  facilitate  the  delivery  of  export  assistance  to  targeted  small  firms,  including 
counseling  and  training  of  small  businesses  through  local  SBA,  SCORE,  SBDC, 
university  and  private  sector  resources. 


To  train  SBA  personnel,  volunteer  counselors,  university  and  other  private  sector 
resource  partners  in  international  trade  procedures  and  other  programs  that  assist 
the  small  business  exporting  community. 


To  assist  small  businesses  in  obtaining  information  about  potential  overseas 
markets  utilizing  data  information  systems  including  SBA's  Automated  Trade 
Locator  Assistance  System  (SBAtlas)  and  other  information  sources  including  but 
not  limited  to  providing  data  base  systems  information  and  data.    Also  to  assist 
small  business  in  the  conversion  to  the  metric  system  to  enable  them  to  export. 
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*  To  assist  small  businesses  in  obtaining  legal  assistance  in  the  area  of  international 
trade,  utilizing  the  agreement  signed  with  the  Federal  Bar  Association  (FBA)  and 
the  U.S.  Department  of  Commerce  called  ELAN  (the  Export  Legal  Assistance 
Network). 

*  To  develop  various  publications  to  assist  small  business  in  the  area  of 
international  trade  including  a  guide  to  trade  finance 

*  To  furnish  promotional  and  recruiting  support  to  international  trade  events  aimed 
at  the  small  business  community. 
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FY  1995  CONGRESSIONAL  SUBMISSION 

BUSINESS  DEVELOPMENT 

INTERNATIONAL  TRADE 

($  IN  THOUSANDS) 


FTE'S 

TOTAL 

FY  1994   APPROPRIATION 

22.5 

$1,942 

ADJUSTMENTS  TO  BASE  AND  BUILT  IN  CHANGES: 

-3.5 

,        1 

-172 
^28               -189 

-1%  INCREASE  FOR  PROMOTIONS/WIGS 
-ADJUSTMENT  OF  FTE 
-BENEFITS  RELATED  TO  ABOVE 

FY  1995  BASE 

19.0 

$1,753 

PROGRAM  CHANGES: 

+3.202           +3.202 
+3,202 

-EXPORT  ASSISTANCE  CENTERS 

FY  1995  REQUEST 

19.0 

$4,955 
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FY  1995  CONGRESSIONAL  SUBMISSION 

BUSINESS  DEVELOPMENT 

INTERNATIONAL  TRADE 

EXPLANATION  OF  DISTRIBUTION  BY  OBJECT  CLASS 

(SEE  ACTIVITY  DATA  SHEET) 


11.  Personnel  Compensation  and  Staffing  -  $946.000    For  19  0  Full-Time  Equivalent 
Positions. 

12.  Personnel  Benefits  -  $186.000.   For  direct  contribution  to  retirement  funds,  health 
benefits,  group  insurance,  Medicare  hospital  insurance,  and  employers  FICA  taxes. 

21.     Travel  and  Transportation  of  Persons  -  $38.000.   Travel  for  Central  Office  staff  at  $185 
per  day  and  field  office  staff  at  $125  per  day. 

24.  Printing  and  Reproduction  -  $34.000.    For  miscellaneous  printing  and  reproduction. 

25.  Other  Services  -  $3.745.000.    $3,202,000  for  Export  Assistance  Centers;  $481,000  for 
outreach;  $52,000  for  export  data;  and  $10,000  for  training  and  other  miscellaneous 
contractual  services. 

26.  Supplies  and  Materials  -  $4.000.    For  office  supplies  and  materials. 

31.     Equipment  -  $2.000.    For  replacement  of  miscellaneous  items  of  office  equipment. 


780 

U.S.  SMALL  BUSINESS  ADMINISTRATION 85 


FY  1995  CONGRESSIONAL  SUBMISSION 

BUSINESS  DEVELOPMENT 

SMALL  BUSINESS  DEVELOPMENT  CENTERS 


HIGHLIGHT: 


The  Small  Business  Development  Center  (SBDC)  Program  has  one  unifying  purpose  to 
further  economic  development  through  the  provision  of  management  and  technical 
assistance  to  small  businesses. 

SBDCs  are  an  excellent  vehicle  for  assisting  the  economic  development  of  a  state  or 
region.    By  virtue  of  their  counseling,  training  and  specialized  services  offerings, 
SBDCs  help  to  save  companies  and  jobs,  create  new  jobs  through  business  expansion, 
stimulate  lending  resulting  in  increased  production  and  assist  businesses  in  maneuvering 
through  industry  or  sector  downturns. 

SBDCs  are  located  in  49  states,  with  a  network  of  approximately  56  lead  centers  and 
868  subcenters.  To  receive  Federal  funds,  SBDCs  must  provide  an  equal  amount  of 
matching  funds  from  sources  other  than  the  Federal  Government. 

The  SBDC  Programs  is  designed  to  provide  quality  business  and  economic  development 
assistance  to  small  businesses  and  prospective  small  businesses  in  order  to  promote 
growth,  expansion,  innovation,  increased  productivity  and  management  improvement. 
To  accomplish  these  objectives,  SBDCs  link  resources  of  Federal,  state  and  local 
governments  with  the  resources  of  the  educational  community  and  the  private  sector  to 
meet  the  specialized  and  complex  needs  of  the  increasingly  diverse  small  business 
community. 

SBDCs  provide  one-on-one  counseling,  training  and  technical  and  research  assistance  in 
all  aspects  of  small  business  operations  and  management.    SBDC  services  range  from 
help  with  financial,  marketing,  production,  organization,  engineering  and  technical 
problems  to  the  development  of  feasibility  studies.    Special  programs  and  economic 
development  activities  of  the  SBDCs  include  "how-to-export"  assistance,  rural 
development,  services  to  inventors,  business  law  information  and  guidance,  technology 
transfer  assistance,  procurement  matching  assistance,  capital  formation,  and  small 
business  incubator  development.    SBDCs  also  tailor  their  programs  to  provide  services 
in  rural  areas  and  to  reach  special  emphasis  groups  such  as  woman,  minorities,  veterans. 
Native  Americans  and  the  handicapped. 
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SBDCs  serve  as  an  important  resource  of  the  Small  Business  Administration.  In  1993, 
SBDCs  counseled  230,483  clients  and  trained  326,289  clients.  From  1977  through  .the 
year  1993,  SBDCs  have  counseled  a  total  of  1,487,523  small  business  clients  and  have 
trained  2,521,892  clients. 

Some  special  initiatives  that  the  SBDCs  will  be  active  during  FY  1994  are 
Empowerment  Zones,  Manufacturing  Technical  Centers,  and  the  International  Trade 
"one  stop"  centers. 
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FY  1995  CONGRESSIONAL  SUBMISSION 

BUSINESS  DEVELOPMENT 

SMALL  BUSINESS  DEVELOPMENT  CENTER 

($  EM  THOUSANDS) 


FTE'S 

TOTAL 

FY  1994    APPROPRIATION 

17.4 

$74,827 

ADJUSTMENTS  TO  BASE  AND  BUILT  IN  CHANGES: 

-3  4 

+  10 
-190 
;26               -206 

-1%  INCREASE  FOR  PROMOTIONS/WIGS 
-ADJUSTMENT  OF  FTE 
-BENEFITS  RELATED  TO  ABOVE 

FY  1995  BASE 

14.0 

$74.62 1 

PROGRAM  CHANGES: 

-6,534            -6.534 

-677 

-500 
-4,266 
-1,091 

-SBDC  TECHNICAL  ASSISTANCE 

-TOWANDA.  PA. 

-SBDC  GRANTS 

-SBDC  CENTRAL  EUROPEAN 

[FY  1995  REQUEST 

14.0 

$68,087 
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FY  1995  CONGRESSIONAL  SUBMISSION 

BUSINESS  DEVELOPMENT 

SMALL  BUSINESS  DEVELOPMENT  CENTERS 

EXPLANATION  OF  DISTRIBUTION  BY  OBJECT  CLASS 

(SEE  ACTIVITY  DATA  SHEET) 

11.  Personnel  Compensation  and  Staffing  -  $860.000.    For  14.0  Full-Time  Equivalent 
Positions. 

12.  Personnel  Benefits  -  $129.000.   For  direct  contribution  to  retirement  funds,  health 
benefits,  group  insurance.  Medicare  hospital  insurance,  and  employers  FICA  taxes. 

21.     Travel  and  Transportation  of  Persons  -  $82.000.   Travel  for  Central  Office  staff  at  $185 
per  day. 

24.  Printing  and  Reproduction  -  $1.000.   For  miscellaneous  printing  and  reproduction. 

25.  Other  Services  -  $9.000.    For  other  miscellaneous  contractual  services. 

26.  Supplies  and  Materials  -  $4.000.   For  office  supplies  and  materials. 

31.     Equipment  -  $2.000.    For  replacement  of  miscellaneous  items  of  office  equipment. 
41.     Grants  -  $67.000.000.   For  SBDC  grants. 


784 


U.S.  SMALL  BUSINESS  ADMINISTRATION 89 

FY  1995  CONGRESSIONAL  SUBMISSION 

CFO/MANAGEMENT  AND  ADMINISTRATION 

SUMMARY 

Management  and  Administration  includes  seven  decision  units  that  encompass  internal 
management  and  administration  at  the  Small  Business  Administration.    These  decision  units 
include: 

1.  Immediate  Office 

2.  Comptroller 

3.  Personnel 

4.  Administration 

5.  Information  Resources  Management 

6.  Program  Analysis  and  Quality  Assurance 

7.  Equal  Employment  Opportunity  and  Compliance 

The  Office  of  Program  Analysis  and  Quality  Assurance  (OPAQA)  has  had  the  responsibility 
of  coordinating  and  administering  the  Small  Business  Administration's  (SBA)  management 
control  requirements  as  mandated  by  OMB  Circular  A- 123  and  the  Federal  Manager's 
Financial  Integrity  Act.   However,  the  SBA  has  realigned  these  responsibilities  to  other 
program  offices  to  better  streamline  the  process.    Therefore,  this  office  has  been  eliminated 
for  FY  1995. 

The  following  page  delineates  summary  data  for  all  seven  decision  units,  including  aggregated 
personnel  and  administration  expense  data    Subsequent  pages  contain  details  for  each  of  the 
seven  decision  units  included  in  Management  and  Administration. 
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FY  1995  CONGRESSIONAL  SUBMISSION 

CFO/MANAGEMENT  AND  ADMINISTRATION 

SUMMARY 

($  IN  THOUSANDS) 


FTE'S 

TOTAL 

FY  1994    APPROPRIATION 

404.5 

$85,976 

ADJUSTMENTS  TO  BASE  AND  BUILT  IN  CHANGES: 

-35.5 

+  170 

-1.953 

-684 

+5,541 

+921           +3.995 

-1%  INCREASE  FOR  PROMOTIONS/WIGS 

-ADJUSTMENT  OF  FTE 

-BENEFITS  RELATED  TO  ABOVE 

-SPACE 

-UNEMPLOYMENT  COMPENSATION 

FY  1995  BASE 

369.0 

$89.97 1 

ADMINISTRATIVE  ADJUSTMENTS: 

+3.233           +3.233 

+300 

-1,207 

+700 

+3.600 

-144 

-6 

-6 

-4 

-TRAVEL  -TRAINING 
-OTHER  SERVICES 
-TRAINING  TUITION 
-WIDE  AREA  NETWORK 
-TRAVEL 
-PRINTING 
-SUPPLIES 
-EQUIPMENT 

FY  1995  REQUEST 

369.0 

$93,204 
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FY  1995  CONGRESSIONAL  SUBMISSION 

CFO/MANAGEMENT  &  ADMINISTRATION 

SUMMARY 

SALARIES  AND  EXPENSES  BY  OBJECT  CLASS 

($  IN  THOUSANDS) 


FY  1991 

FY  1992 

FY  1993 

FY  1994 

FY  1994 

FY  1995 

OBJECT  CLASS: 

Actual 

Actual 

Actual 

Appropriation 

Availability 

Request 

Compensation 

$17,360 

$18,716 

$18,552 

$18,316 

$18,316 

$17,099 

Benefits 

4,940 

5,493 

5,925 

5,848 

5,848 

5,519 

Travel 

1,044 

984 

1,247 

839 

839 

995 

Transportation 

Rents  &  Communication 

304 

260 

201 

65 

65 

65 

35,050 

37,699 

39,603 

40,331 

40,331 

45,872 

Printing 

390 

473 

570 

251 

251 

245 

Other  Services 

18,424 

17,896 

10,498 

19.102 

19.102 

22,195 

Supplies 

823 

861 

669 

542 

542 

536 

Equipment 

1,803 

584 

365 

682 

682 

678 

Subtotal 

$80,138 

$82,966 

$77,630 

$85,976 

$85,976 

$93,204 

Non-Credit  Initiatives 

$0 

$0 

$0 

$0 

$0 

$0 

Total 

$80,138 

$82,966 

$77,630 

$85,976 

$85,976 

$93,204 

FTE 

4339 

4348 

4087 

404  5 

404.5 

3690 
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FY  1995  CONGRESSIONAL  SUBMISSION 

CHIEF  FINANCIAL  OFFICER  (CFO)/ASSOCIATE  DEPUTY  ADMINISTRATOR 

FOR  MANAGEMENT  AND  ADMINISTRATION 

IMMEDIATE  OFFICE 

HIGHLIGHT: 

The  Office  of  the  CFO/Associate  Deputy  Administrator  for  Management  and 
Administration  (ADA/M&A)  is  responsible  for  the  administration  of  five  offices:    Office 
of  the  Comptroller;  Office  of  Personnel,  Office  of  Administration;  Office  of  Information 
Resources  Management;  and  the  Office  of  Equal  Employment  Opportunity  and 
Compliance.    Briefly,  these  offices  provide  the  following  services:    monitoring, 
evaluating  and  enforcing  various  facets  of  the  equal  employment  opportunity  program; 
financial  management  of  the  Agency;  procurement  services  and  management  of  grants; 
policy  direction  and  coordination  of  SBA  personnel  programs;  coordination  of  the 
Agency's  management  control  processes,  planning,  developing,  communicating  and 
coordinating  of  automation  for  the  Agency. 


OBJECTIVES; 


Establishment  and  achievement  of  Agency  goals  through  the  operation  of  a 
management  by  objectives  system. 

Strengthening  of  Agency's  management  controls. 

To  maintain  a  staffing  program  designed  to  recruit  and  place  high  potential 
trainees  in  mainstream  occupations  and  to  recruit  other  skilled  individuals  for 
Agency  positions. 

Recruitment  targeted  at  creating  a  more  diversified  work  force  and  eliminating  the 
manifest  imbalance  and  conspicuous  absence  of  women  and  minorities  in 
identified  occupational  series  and  grade  levels. 

Improve,  modernize,  and  enhance  the  Agency  program  information  systems. 
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FY  1995  CONGRESSIONAL  SUBMISSION 

CFO/ASSOCIATE  DEPUTY  ADMINISTRATOR  FOR 

MANAGEMENT  AND  ADMINISTRATION 

IMMEDIATE  OFFICE 

($  IN  THOUSANDS) 


FTE'S 

TOTAL 

FY  1994    APPROPRIATION 

4.8 

$524 

ADJUSTMENTS  TO  BASE  AND  BUILT  IN  CHANGES: 

-1.8 

+4 
-61 
-126 
J7              -200 

-1%  INCREASE  FOR  PROMOTIONS/WIGS 
-ANNUALIZATION  OF  EXISTING  POSITIONS 
-ADJUSTMENT  OF  FTE 
-BENEFITS  RELATED  TO  ABOVE 

FY  1995  BASE 

3  0 

$324 

ADMINISTRATIVE  ADJUSTMENTS: 

±1                  +1 
+  1 

-OTHER  SERVICES 

FY  1995  REQUEST 

3.0 

$325 
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FY  1995  CONGRESSIONAL  SUBMISSION 

CFO/ASSOCIATE  DEPUTY  ADMINISTRATOR 

FOR  MANAGEMENT  AND  ADMINISTRATION 

IMMEDIATE  OFFICE 

EXPLANATION  OF  DISTRIBUTION  BY  OBJECT  CLASS 

(SEE  ACTIVITY  DATA  SHEET) 

11.  Personnel  Compensation  and  Staffing  -  $245.000.    For  3.0  Full-Time  Equivalent 
Positions. 

12.  Personnel  Benefits  -  $32.000.    For  direct  contribution  to  retirement  funds,  health 
benefits,  group  insurance,  Medicare  hospital  insurance,  and  employers  FICA  taxes. 

21.     Travel  and  Transportation  of  Persons  -  $15.000.   Travel  for  Central  Office  staff  at  $185 
per  day. 

24.  Printing  and  Reproduction  -  $4.000.   For  miscellaneous  printing  and  reproduction. 

25.  Other  Services  -  $18.000.   For  miscellaneous  other  contractual  services. 

26.  Supplies  and  Materials  -  $2.000.   For  office  supplies  and  materials. 

31.     Equipment  -  $9.000.   For  replacement  of  miscellaneous  items  of  office  equipment. 
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FY  1995  CONGRESSIONAL  SUBMISSION 
CHIEF  FINANCIAL  OFFICER/MANAGEMENT  AND  ADMINISTRATION 

COMPTROLLER 


HIGHLIGHT: 

The  Office  of  the  Comptroller  is  primarily  responsible  for  the  financial  management  of 
the  Agency    This  includes  planning,  budgeting,  accounting,  administrative  payments, 
financial  systems  analysis,  development  and  reviews  and  employment  ceiling  control 

OTHER  INFORMATION: 

The  Office  of  the  Comptroller's  functions  include: 

*  Developing  and  coordinating  the  Agency's  budget  administration    and  planning 
operations. 

*  Maintaining  and  operating  the  Agency's  loan  and  administrative  accounting 
systems 

*  Reporting  on  and  providing  control  over  all  Agency  funds  and  assets 

*  Establish  and  maintain  budgetary  control  systems  including  those  related  to  Credit 
Reform. 

*  Providing  an  integrated  collection  and  payment  system  for  all  loan  and 
administrative  activities. 

*  Maintaining  and  updating  Agency  accounting  policies  and  operating  procedures 
and  manuals. 

*  Processing  loan  disbursements,  and  other  miscellaneous  loan  and  administrative 
expenses  in  a  timely  and  efficient  manner. 

*  Collecting  monthly  data  on  Agency  employment  for  ceiling  controls  and  making 
recommendations  to  the  Administrator  and  the  Office  of  Personnel 

*  Aiding  in  the  development  and  updating  of  computer  reports  and  Agency 
procedures  and  manuals. 

*  Providing  timely  responses  to  requests  and  questions  of  Agency  past  and  present 
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program  accomplishments  from  OMB,  members  of  Congress,  private  interest 
groups,  etc. 

*  Conducting  in-depth  studies  of  financial  management  issues  and  taking  appropriate 
measures  to  adopt  significant  conclusions. 

*  Designing  and  implementing  system  changes  to  further  the  Agency  control 
processes  as  they  relate  to  obligations  and  expenditures. 

*  Conducting  reviews  of  Agency  financial  systems  and  processes. 

*  Participating  in  interagency  teams  to  implement  innovative  financial  management 
initiatives  across  the  Federal  Government. 

*  Providing  management  direction  and  support  for  workload/productivity 
measurement  systems. 

The  Agency  operates  from  seven  funds,  of  which  two  are  credit  funds  and  three  are 
revolving  funds.   These  are  extremely  complex  in  nature  and  provide  for  the 
administration  of  billions  of  dollars  in  loans  and  contracts.    The  Agency's  active 
portfolio  of  over  290,000  loans  requires  continual  accounting  adjustments  involving 
millions  of  transactions  and  dollars  annually. 

OBJECTIVES: 

The  major  objectives  of  the  Comptroller's  office  include: 

*  Identification  and  redesign,  if  necessary,  of  the  Agency's  financial  management 
systems  to  improve  operations  and  streamline  work  flows. 

*  Implement  Federal  management  initiatives;  i.e.  standard  general  ledger, 
pre-authorized  debit,  credit  and  cash  management,  etc.,  in  an  efficient  and 
effective  manner  within  the  SBA. 

*  Develop  and  implement  workload/productivity  measures  and  standards  within  the 
SBA. 
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FY  1995  CONGRESSIONAL  SUBMISSION 

CFO/MANAGEMENT  AND  ADMINISTRATION 

COMPTROLLER 

($  IN  THOUSANDS) 


FTE'S 

TOTAL 

FY  1994    APPROPRIATION 

129.8 

$11,446 

ADJUSTMENTS  TO  BASE  AND  BUILT  IN  CHANGES: 

-6.8 

+53 
+378 
-272 
-IPS                +54 

-1%  INCREASE  FOR  PROMOTIONS/WIGS 
-ANNUALIZATION  OF  EXISTING  POSITIONS 
-ADJUSTMENT  OF  FTE 
-BENEFITS  RELATED  TO  ABOVE 

FY  1995  BASE 

123.0 

$11,500 

ADMINISTRATIVE  ADJUSTMENTS: 

-200               -200 
-200 

-OTHER  SERVICES 

JFY  1995  REQUEST 

123.0 

$11,300 
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FY  1995  CONGRESSIONAL  SUBMISSION 

CFO/MANAGEMENT  AND  ADMINISTRATION 

COMPTROLLER 

EXPLANATION  OF  DISTRIBUTION  BY  OBJECT  CLASS 

(SEE  ACTIVITY  DATA  SHEET) 


11.  Personnel  Compensation  and  Staffing  -  $5.478.000    For  123.0  Full-Time  Equivalent 
Positions. 

12.  Personnel  Benefits  -  $893.000.    For  direct  contribution  to  retirement  funds,  health 
benefits,  group  insurance,  Medicare  hospital  insurance,  and  employers  FICA  taxes. 

21.     Travel  and  Transportation  of  Persons  -  $46.000.   Travel  for  Central  Office  staff  at  $185 
per  day  and  field  office  staff  at  $125  per  day. 

24.  Printing  and  Reproduction  -  $74.000.    For  printing  and  reproduction  of  miscellaneous 
Agency  forms,  letterheads,  SOPs,  envelops,  etc. 

25.  Other  Services  -  $4.632.000.    $340,000  for  credit  reports  used  in  connection  with  the 
evaluation  of  Agency  programs;  $672,000  for  Administrative  Accounting  contract; 
$450,000  for  A- 127  reviews;  $300,000  for  accounting  and  policy  related  contracts; 
$80,000  for  maintenance  and  repairs  of  machines;  $949,000  for  Credit  Reform; 
$1,600,000  for  Vulnerability  and  Oversight  and  $241,000  for  other  miscellaneous 
contractual  services. 

26.  Supplies  and  Materials  -  $156.000.   For  office  supplies  and  materials. 

3 1 .      Equipment  -  $21.000.    For  replacement  of  miscellaneous  items  of  office  equipment  and 
procurement  of  personal  computers  and  peripherals  to  aid  in  office  operations. 
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FY  1995  CONGRESSIONAL  SUBMISSION 
CHIEF  FINANCIAL  OFFICER/MANAGEMENT  AND  ADMINISTRATION 

PERSONNEL 


HIGHLIGHT: 

This  activity  provides  policy  direction  and  coordination  of  SBA  personnel  programs,  as 
well  as  operating  personnel  services  to  the  Central  Office    Agency-wide  programs 
administered  include  recruitment  and  retention  of  quality  employees;  training;  executive 
and  managerial  development;  Senior  Executive  Service;  performance  management; 
incentive  awards;  classification  and  position  management  employee  relations,  labor 
relations  and  payroll. 

OBJECTIVES: 

*  To  provide  basic  skills,  refresher  training  and  advanced  skills  to  program 
specialists  in  SBA's  major  program  areas  for  the  purpose  of  enhancing 
consistency,  quality  and  productivity  improvement  in  program  operations. 

To  improve  the  performance  systems  by  eliminating  unnecessary  paperwork,  fully 
implementing  legal  or  regulatory  changes,  increase  managerial  and  employee 
accountability  and  tie  performance  plans  to  strategic  plans. 

To  maintain  an  affirmative  recruitment  and  staffing  program  to  attract  and  retain  a 
diversified,  high  potential  work  force. 

To  provide  supervisors,  managers  and  executives  with  training  and  reinforcement 
in  managerial  skills  to  improve  their  productivity  and  that  of  their  organizations. 

*  To  improve  developmental  opportunities  for  incumbent  Senior  Executives  and  to 
have  a  cadre  of  well  developed  and  qualified  candidates  to  be  placed  into  SES, 
district  director,  deputy  regional  administrator  and  other  key  managerial  positions. 

*  To  provide  an  effective  suggestion  and  incentive  awards  program  to  increase 
efficiency  and  productivity. 

*  To  assure  adequate  systems  are  in  place  to  evaluate  the  quality  of  the  Agency's 
personnel  management  program. 

*  To  ensure  that  employees  are  paid  accurately  and  on  time. 
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FY  1995  CONGRESSIONAL  SUBMISSION 

CFO/MANAGEMENT  AND  ADMINISTRATION 

PERSONNEL 

(S  IN  THOUSANDS) 


FTE'S 

TOTAL 

FY  1994    APPROPRIATION 

554 

$5,312 

ADJUSTMENTS  TO  BASE  AND  BUILT  IN  CHANGES: 

-4.4 

+23 
-144 
-269 

-390 

-1%  INCREASE  FOR  PROMOTIONS/WIGS 
-ADJUSTMENT  OF  FTE 
-BENEFITS  RELATED  TO  ABOVE 

FY  1995  BASE 

51.0 

$4,922 

ADMINISTRATIVE  ADJUSTMENTS: 
-TRAVEL  -TRAINING 
-OTHER  SERVICES  -  TRAINING 

+  1.000 
+300 
+700 

+  1,000 

|FY  1995  REQUEST 

51.0 

$5,922 
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FY  1995  CONGRESSIONAL  SUBMISSION 

CFO/MANAGEMENT  AND  ADMINISTRATION 

PERSONNEL 

EXPLANATION  OF  DISTRIBUTION  BY  OBJECT  CLASS 

(SEE  ACTIVITY  DATA  SHEET) 


11.  Personnel  Compensation  and  Staffing  -  $2.202.000.    For  51.0  Full-Time  Equivalent 
Positions. 

12.  Personnel  Benefits  -  $818.000.  For  direct  contribution  to  retirement  funds,  health 
benefits,  group  insurance,  Medicare  hospital  insurance,  and  employers  FICA  taxes. 
Also  includes  Agency's  Employment  Compensation  Fund 

21.      Travel  and  Transportation  of  Persons  -  $710.000.    $615,000  for  travel  for  centralized 
employee  training;  $95,000  for  Central  Office  staff  travel  at  $185  per  day. 

24.  Printing  and  Reproduction  -  $18.000.    For  printing  and  reproduction  of  miscellaneous 
Agency  forms,  letterheads,  SOPs,  envelops,  etc. 

25.  Other  Services  -  $2.115.000.    $1,450,000  for  centralized  employee  training;  $629,000 
for  the  NFC,  $16,000  for  employee  counseling;  and  $20,000  for  other  miscellaneous 
contractual  services. 

26.  Supplies  and  Materials  -  $46.000.    For  office  supplies  and  materials. 

31.      Equipment  -  $13.000.    For  replacement  of  miscellaneous  items  of  office  equipment  and 
procurement  of  personal  computers  and  peripherals  to  aid  in  office  operations. 
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FY  1995  CONGRESSIONAL  SUBMISSION 
CHIEF  FINANCIAL  OFFICER/MANAGEMENT  AND  ADMINISTRATION 

ADMINISTRATION 


HIGHLIGHT: 

The  Assistant  Administrator  for  Administration  directs  the  Office  of 
Administrative  Services  (OAS)  and  Office  of  Procurement  and  Grants 
Management  (OPGM)  and  serves  as  Small  Business  Administration's  (SBA) 
Procurement  Executive. 

OAS  is  composed  of  the  Administrative  Information  Branch  and  the  Facilities 
Management  Branch.    The  principal  functions  of  these  organizational  groups 
include  Agencywide  management  of:  Paperwork  Reduction  Act  activities 
including  the  annual  Information  Collection  Budget;  records  management;  the 
development  and  maintenance  the  directives  system  for  policy  and  procedures; 
forms,  reports,  printing,  and  delegations  of  authority  management;  mail 
distribution;  supplies  and  warehousing;  property  management,  copier  management, 
inventory  control,  and  motor  vehicles;  space  acquisition  and  utilization;  safety,  and 
physical  security  programs;  the  orderly  processing  of  tort  claims  against  the 
Agency;  and  liaison  with  the  General  Services  Administration  (GSA),  Office  of 
Management  and  Budget  (OMB),  Government  Printing  Office  (GPO),  U.S.  Postal 
Service  (USPS),  National  Archives  and  Records  Administration  (NARA),  and 
other  Agencies  as  required.    OAS  is  also  responsible  for  the  Central  Office 
Library. 

The  Office  of  Procurement  and  Grants  Management  (OPGM)  is  composed  of  two 
branches:   the  Contracts  Branch  and  the  Grants  Management  Branch.  These 
branches  are  responsible  for  entering  into  all  procurement  actions  on  behalf  of  the 
Agency.    OPGM  is  also  responsible  for  performing  contract  administration 
functions  to  ensure  that  the  Agency  receives  the  supplies  and  services  for  which  it 
has  contracted.  In  addition,  OPGM  is  responsible  for  procuring,  usually  from  the 
General  Services  Administration  Federal  Supply  Schedule,  items  such  as  office 
supplies  and  other  necessary  services  and  equipment  under  the  small  purchase 
threshold.   OPGM  also  issues  warrants  to  the  field  contracting  officers,  allowing 
the  field  to  make  purchases  of  their  own. 
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FY  1995  CONGRESSIONAL  SUBMISSION 

CFO/MANAGEMENT  AND  ADMINISTRATION 

ADMINISTRATION 

($  IN  THOUSANDS) 


FTE'S 

TOTAL 

FY  1994    APPROPRIATION 

74.6 

$38,009 

ADJUSTMENTS  TO  BASE  AND  BUTLT  IN  CHANGES: 

-9.6 

+29 

-484 

-480 

-44 

+5.541 

+921           +5,483 

-1%  INCREASE  FOR  PROMOTIONS/WIGS 

-ANNUALIZATION  OF  EXISTING  POSITIONS 

-ADJUSTMENT  OF  FTE 

-BENEFITS  RELATED  TO  ABOVE 

-SPACE 

-WORKMEN'S  COMPENSATION 

FY  1995  BASE 

65  0 

$43,492 

JFY  1995  REQUEST 

65.0 

$43,492 
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FY  1995  CONGRESSIONAL  SUBMISSION 

CFO/MANAGEMENT  AND  ADMINISTRATION 

ADMINISTRATION 

EXPLANATION  OF  DISTRJBUTION  BY  OBJECT  CLASS 

(SEE  ACTIVITY  DATA  SHEET) 


11.  Personnel  Compensation  and  Staffing  -  $2.634.000.    For  65.0  Full-Time  Equivalent 
Positions. 

12.  Personnel  Benefits  -  $2.648.000.    For  direct  contribution  to  retirement  funds,  health 
benefits,  group  insurance,  Medicare  hospital  insurance,  and  unemployment 
compensation. 

21.  Travel  and  Transportation  of  Persons  -  $22.000.   Travel  for  Central  Office  staff  at  $185 
per  day. 

22.  Transportation  of  Things  -  $18.000.    For  movement  of  household  goods  in  connection 
with  employee  relocation. 

23.  Rents.  Communications,  and  Utilities  -  $36.163.000.    $31,040,000  for  GS A  space; 
$4,690,000  for  postage  and  fees;  $300,000  for  duplicating  equipment;  $32,000  for  utility 
services;  and  $101,000  for  miscellaneous  other  rentals. 

24.  Printing  and  Reproduction  -  $72.000.   For  printing  and  reproduction  of  miscellaneous 
Agency  forms,  letterheads,  SOPs,  envelops,  etc. 

25.  Other  Services  -  $1.579.000.    $383,000  micrographics  contract  (Navy  Yard);  $243,000 
for  labor,  electrical  work  and  alterations;  $194,000  for  repair  and  maintenance  of 
machines;  $121,000  for  first  aid  facilities;  $97,000  for  guard  service;  $70,000  for 
Agency's  share  of  consumer  information  service;  $53,000  for  courier  service;  $29,000 
for  locksmith  services;  $39,000  for  parking  facilities;  $29,000  refinishing  and 
refurbishing  of  furniture;  $136,000  for  Warehouse  Service  for  moving  and  storage 
services,  $92,000  for  construction  services;  $72,000  for  mailing  house  contract;  and 
$21,000  for  training,  conference  fees  and  other  miscellaneous  contractual  services. 

26.  Supplies  and  Materials  -  $225.000.    For  office  supplies  and  materials. 

31.     Equipment  -  $131.000.   For  replacement  of  miscellaneous  items  of  office  equipment  and 
procurement  of  modular  furniture,  personal  computers  and  peripherals  to  aid  in  office 
operations. 
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FY  1995  CONGRESSIONAL  SUBMISSION 

CHIEF  FINANCIAL  OFFICER/MANAGEMENT  AND  ADMINISTRATION 

INFORMATION  RESOURCES  MANAGEMENT 


HIGHLIGHT: 

The  Office  of  Information  Resources  Management  (OERM)  manages  the  Small  Business 
Administration's  overall  automation  and  telecommunications  activities  nationwide    In 
carrying  out  this  program,  OIRM: 

Develops  and  establishes  Agency  policies  and  standard  operating  procedures  to 
effectively  strengthen  and  improve  the  provision  and  management  of  information 
technology  (IT),  communications,  computer  systems  analysis,  microcomputer 
systems,  and  office  automation  within  SB  A. 

Develops  and  implements  plans,  operating  procedures,  and  standards  to  carry  out 
approved  policies. 

*  Plans  and  conducts  feasibility  studies  for  the  application  of  microcomputers,  office 
automation,  and  communications  techniques  to  the  programs  and  operations  of  the 
Agency.    Develops  and  maintains  such  systems  for  collecting,  compiling,  and 
reporting  information  through  the  use  of  IT  and  communications. 

*  Coordinates  with  program  and  staff  offices  using  IT  systems  to  improve  the 
effective  use  of  IT  and  communications  resources.    Plans  and  conducts  feasibility 
studies  for  the  acquisition,  installation,  and  operation  of  IT  equipment,  software, 
communications,  and  related  peripheral  equipment. 

Cooperates  with  other  Federal  agencies,  private  sector  organizations,  and  IT 
vendors  in  exploring  advanced  technology  and  in  promoting  the  interchange  of 
data.    Submits  reports  to  other  offices  and  agencies,  as  required. 

*  Provides  technical  and  operational  advice  and  support  in  the  use  of  IT,  office 
automation,  and  communications  equipment  in  SBA  nationwide.     Coordinates 
equipment  use  and  management  reporting  for  SBA  field  activities  to  ensure 
compliance  with  Federal  and  Agency  IT  management  standards.    Develops  and 
establishes  standards  for  microcomputer  hardware  and  software  used  in  the 
Agency. 
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*         Provides  support  to  all  users  of  the  nationwide  voice  and  data  communication 
networks  by  serving  as  the  central  point  of  contact  for  all  hardware, 
communications,  and  software  problems  experienced  by  network  users    Maintains 
all  network  components  installed  at  user  sites. 


Assures  the  establishment  and  maintenance  of  systems  that  provide  for  the  highest 
level  of  validity,  accuracy,  utility,  and  completeness  of  SBA's  system  of 
collecting,  storing,  and  retrieving  information.    Provides  final  technical  review  of 
IT  office  automation,  and  communications  plans  and  procedures  for  SBA 
nationwide. 


Plans,  directs,  administers,  and  monitors  an  integrated  computer  security  program, 
in  compliance  with  P.L.  100-235  and  OMB  Circular  A-130,  to  ensure  the 
protection  of  sensitive  information  and  valuable  assets  maintained  on  SBA 
mainframe  computer  systems,  telecommunications  network,  and  office  automation 
systems  for  Central  and  field  offices.    Evaluates  user  compliance  with  security 
procedures  through  periodic  examination  of  controls. 


OBJECTIVES; 


To  maintain  high  level  automation  and  telecommunications  systems  support  that 
enables  SBA  program  staff  and  field  office  personnel  to  provide  responsive 
service  to  the  public.    Key  goals  of  this  objective  including  implementing  software 
for  streamlining  loan  processing  and  servicing;  executive  information  systems;  and 
software  for  client  tracking  and  data  sharing. 

To  advance  toward  an  agencywide  communications  and  computing  environment 
featuring  expanded  internal  and  external  communications  capability  and  flexible 
systems  for  data  management  and  access.    Goals  are  to  build  on  the  current 
technology  platform  by  adding  an  SBA  wide  area  network  and  structuring  ADP 
resources  to  facilitate  desktop  data  access,  analysis,  and  dissemination. 
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FY  1995  CONGRESSIONAL  SUBMISSION 

CFO/MANAGEMENT  AND  ADMINISTRATION 

INFORMATION  RESOURCES  MANAGEMENT 

(S  IN  THOUSANDS) 


FTE'S 

TOTAL 

FY  1994    APPROPRIATION 

81  2 

$26,397 

ADJUSTMENTS  TO  BASE  AND  BUILT  IN  CHANGES: 

+  14.8 

+43 
+593 
+110              +746 

-1%  INCREASE  FOR  PROMOTIONS/WIGS 
-ADJUSTMENT  OF  FTE 
-BENEFITS  RELATED  TO  ABOVE 

FY  1995  BASE 

960 

$27,143 

ADMINISTRATIVE  ADJUSTMENTS: 

+2.970           +2.970 

-630 
+3,600 

-OTHER  SERVICES 
-WIDE  AREA  NETWORK 

FY  1995  REQUEST 

96.0 

$30,113 
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FY  1995  CONGRESSIONAL  SUBMISSION 

CFO/MANAGEMENT  AND  ADMINISTRATION 

INFORMATION  RESOURCES  MANAGEMENT 

EXPLANATION  OF  DISTRIBUTION  BY  OBJECT  CLASS 

(SEE  ACTIVITY  DATA  SHEET) 


11.  Personnel  Compensation  and  Staffing  -  $4.977.000.    For  96.0  Full-Time  Equivalent 
Positions. 

12.  Personnel  Benefits  -  $858.000.    For  direct  contribution  to  retirement  funds,  health 
benefits,  group  insurance,  Medicare  hospital  insurance,  and  employers  FICA  taxes. 

21.  Travel  and  Transportation  of  Persons  -  $  1 1 6.000.   Travel  for  Central  Office  staff  at 
$185  per  day. 

22.  Transportation  of  Things  -  $47.000.    For  movement  of  household  goods  in  connection 
with  employee  relocation. 

23.  Rents.  Communications,  and  Utilities  -  $9.709.000.    $1,957,000  for  telecommunication 
rentals;  $877,000  for  ADP  rentals;  $17,000  for  other  miscellaneous  rentals;  $3,007,000 
for  FTS;  $2,519,000  for  local  telephone  costs;  $225,000  for  long  distance  telephone 
costs;  $72,000  for  teletype  services;  $898,000  for  data  lines;  and  $137,000  for  Advocacy 
hotline. 

24.  Printing  and  Reproduction  -  $68.000.   For  printing  and  reproduction  of  miscellaneous 
Agency  forms,  letterheads,  SOPs,  envelops,  etc. 

25.  Other  Services  -  $13.749.000.    $1,1 12,000  for  repair  and  maintenance  of  machines; 
$154,000  for  consulting  services;  $75,000  for  POLK  database;  $1,000,000  for  SBADPS 
Network;  $1,926,000  for  contractor  support;  $265,000  Miscellaneous  studies;  $5,419,000 
for  computer;  $41,000  for  SBDPS  Projects;  $53,000  for  communication  specialist; 
$53,000  for  training  conferences;  $3,600,000  for  Wide  Area  Network;  and  $51,000  for 
miscellaneous  services. 

26.  Supplies  and  Materials  -  $88.000.    For  office  supplies  and  materials. 

31.     Equipment  -  $501.000.    For  replacement  of  miscellaneous  items  of  office  equipment  and 
procurement  of  personal  computers  and  peripherals  to  aid  in  office  operations,  including 
SBADCS  terminals  and  printers,  UNISYS  network  equipment  and  other  equipment 
upgrades. 
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FY  1995  CONGRESSIONAL  SUBMISSION 

CHIEF  FINANCIAL  OFFICER/MANAGEMENT  AND  ADMINISTRATION 

PROGRAM  ANALYSIS  AND  QUALITY  ASSURANCE 


HIGHLIGHT: 

The  Office  of  Program  Analysis  and  Quality  Assurance  (OPAQA)  has  had  the 
responsibility  of  coordinating  and  administering  the  Small  Business 
Administration's  (SBA)  management  control  requirements  as  mandated  by  OMB 
Circular  A- 123  and  the  Federal  Manager's  Financial  Integrity  Act.    However,  the 
SBA  has  realigned  these  responsibilities  to  other  program  offices  to  better 
streamline  the  process.   Therefore,  this  office  has  been  eliminated  for  FY  1995. 
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FY  1995  CONGRESSIONAL  SUBMISSION 

CFO/MANAGEMENT  AND  ADMINISTRATION 

PROGRAM  ANALYSIS  AND  QUALITY  ASSURANCE 

($  IN  THOUSANDS) 


FTE'S 

TOTAL 

FY  1994   APPROPRIATION 

20.7 

$1,954 

ADJUSTMENTS  TO  BASE  AND  BUILT  IN  CHANGES: 

-20.7 

-1,222 
-194            -1,416 

-ADJUSTMENT  OF  FTE 
-BENEFITS  RELATED  TO  ABOVE 

FY  1995  BASE 

0.0 

$538 

ADMINISTRATIVE  ADJUSTMENTS: 

-378               -538 
-144 

-6 

-6 

-4 

-OTHER  SERVICES 

-TRAVEL 

-PRINTING 

-SUPPLIES 

-EQUIPMENT 

FY  1995  REQUEST 

0.0 

$0 
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FY  1995  CONGRESSIONAL  SUBMISSION 

CHIEF  FINANCIAL  OFFICER/MANAGEMENT  AND  ADMINISTRATION 

EQUAL  EMPLOYMENT  OPPORTUNITY  AND  COMPLIANCE 


HIGHLIGHT: 

The  Office  of  Equal  Employment  Opportunity  and  Compliance  (EEO&C)  has  the 
responsibility  of  monitoring,  evaluating,  and  enforcing  the  provisions  of  Title  VI  and 
VII  of  the  Civil  Rights  Act  of  1964,  as  amended,  civil  rights  provisions  of  the  Small 
Business  and  Disaster  Relief  Acts,  the  Equal  Credit  Opportunity  Act  of  1974,  as 
amended,  and  Regulation  B,  Sections  501  and  504  of  the  Rehabilitation  Act  of  1973,  as 
amended,  Title  VIH  of  the  Civil  Rights  Act  of  1968,  Title  IX  of  the  Education 
Amendment  Act  of  1972,  the  Age  Discrimination  Act  of  1975,  Public  Law  92-261,  29 
CFR  1614,  the  Civil  Rights  Act  of  1991,  the  Equal  Pay  Act  of  1963,  the  Civil  Service 
Reform  Act  of  1978,  the  Americans  with  Disabilities  Act  of  1990,  the  Age 
Discrimination  in  Employment  Act  of  1967,  and  other  laws,  executive  orders  and 
regulations  which  assure  nondiscrimination  on  the  basis  of  race,  color,  religion,  sex, 
marital  status,  national  origin,  handicap  or  age. 

Office  of  Equal  Employment  Opportunity 

The  Office  of  Equal  Employment  Opportunity  (EEO)  monitors  the  progress  and 
effectiveness  of  the  EEO  program  by  requiring  semi-annual  EEO  assessment  reports 
from  each  of  the  10  SB  A  regional  offices  and  the  headquarters'  program  offices 
Semi-annually,  the  offices  are  evaluated  on  the  progress  made  and  deficiencies 
identified.    In  addition,  periodic  on-site  evaluations  are  conducted    The  evaluation 
includes  interviews  with  EEO  personnel  and  a  cross-section  of  supervisors/managers, 
and  employees.    Also,  the  office  develops  the  Agency  Affirmative  Employment  Plan 
and  monitors  its  implementation;  adjudicates  EEO  complaints  filed  by  Agency 
employees  and  applicants  for  employment,  manages  the  Special  Emphasis  Programs, 
i.e.,  Federal  Women's  and  Hispanic  Employment  Programs;    and  conducts  EEO  training 
courses  throughout  the  Agency  for  managers,  supervisors  and  employees. 

Office  of  Civil  Rights  Compliance 

The  Central  Office  Duty  Stations  (field  staff)  of  the  Office  of  Civil  Rights  Compliance 
(OCRC)  monitor  compliance  with  the  various  civil  rights  laws,  regulations  and 
executive  orders  by  conducting  on-site  compliance  reviews  of  recipient  businesses,  SBA 
program  and  disaster  offices,  and  conduits  of  SBA's  money  to  the  public.    As  a  result  of 
complaints,  OCRC  will  conduct  investigations  of  allegations  of  discrimination  against 
applicants  as  well  as  recipients  of  the  Agency.    Civil  Rights  technical  assistance  is  also 
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given  to  members  of  the  small  business  community. 


The  Central  Office  staff  of  OCRC,  in  addition  to  its  management  and  administrative 
functions,  receives,  acknowledges  and  evaluates  complaints  of  discrimination  lodged 
against  the  Agency  and  its  personnel  by  members  of  the  public  and  against  recipients, 
determines  compliance  in  complaint  investigations,  and  recommends  and  attempts  to 
achieve  corrective  actions  in  cases  of  noncompliance. 

OBJECTIVES; 

The  EEO&C  objectives  are  to  increase  the  effectiveness  of  the  Affirmative  Employment 
Program  by  reducing  levels  of  under-representation  of  minorities  and  women,  and 
increase  the  effectiveness  and  efficiency  of  the  Agency's  EEO  complaint  process  by 
decreasing  the  number  of  complaints  and  decreasing  the  processing  time  on  complaints. 

The  OCRC  objectives  are  to  assure  better  management  of  the  Agency's  program 
delivery  by  program  officials.    This  office  will  also  continue  to  assure  nondiscrimination 
by  all  of  the  Agency's  recipients  an  subrecipients  of  Federal  financial  assistance  and 
benefits.    The  accomplishment  of  these  objectives  could  result  in  large  dollar  savings  for 
SBA  and  significantly  reduce  complaints. 
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FY  1995  CONGRESSIONAL  SUBMISSION 

CFO/MANAGEMENT  AND  ADMINISTRATION 

EQUAL  EMPLOYMENT  OPPORTUNITY  AND  COMPLIANCE 

($  IN  THOUSANDS) 


FTE'S 

TOTAL 

FY  1994    APPROPRIATION 

380 

$2,334 

ADJUSTMENTS  TO  BASE  AND  BUILT  IN  CHANGES: 

-7.0 

+  18 
-262 
OS               -282 

-1%  INCREASE  FOR  PROMOTIONS/WIGS 
-ADJUSTMENT  OF  FTE 

|_ 

FY  1995  BASE 

310 

$2,052 

FY  1995  REQUEST 

31.0 

$2,052 
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FY  1995  CONGRESSIONAL  SUBMISSION 

CFO/MANAGEMENT  AND  ADMINISTRATION 

EQUAL  EMPLOYMENT  OPPORTUNITY  AND  COMPLIANCE 

EXPLANATION  OF  DISTRIBUTION  BY  OBJECT  CLASS 

(SEE  ACTIVITY  DATA  SHEET) 


11.  Personnel  Compensation  and  Staffing  -  $1.563.000.    For  31.0  Full-Time  Equivalent 
Positions. 

12.  Personnel  Benefits  -  $270.000.   For  direct  contribution  to  retirement  funds,  health 
benefits,  group  insurance,  Medicare  hospital  insurance,  and  employers  FICA  taxes. 

21.      Travel  and  Transportation  of  Persons  -  $86.000.    Travel  for  Central  Office  staff  at  $185 
per  day  and  field  office  staff  at  $125  per  day. 

24.  Printing  and  Reproduction  -  $9.000.    For  printing  and  reproduction  of  miscellaneous 
Agency  forms,  letterheads,  SOPs,  envelops,  etc. 

25.  Other  Services  -  $102.000.    $89,000  for  contract  investigations;  $13,000  for  steno 
service,  transcripts,  training  and  other  miscellaneous  contractual  services. 

26.  Supplies  and  Materials  -  $19.000.   For  office  supplies  and  materials. 

3 1 .      Equipment  -  $3.000.    For  replacement  of  miscellaneous  items  of  office  equipment. 
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FY  1995  CONGRESSIONAL  SUBMISSION 
INNOVATION,  RESEARCH  AND  TECHNOLOGY 


HIGHLIGHT: 

The  Office  of  Innovation,  Research  and  Technology  is  unique  within  the  Small  Business 
Administration  (SBA)  in  that  the  controlling  legislation  of  its  major  program,  the  Small 
Business  Innovation  Development  Act  of  1982  (PL.  97-219)  revised  by  the  Small 
Business  Research  and  Development  Enhancement  Act  of  1992  (Public  Law  102-564), 
establishes  this  office  as  the  policy  making  function  directing  the  activities  of  1 1  other 
major  R&D  federal  agencies.    Legislation  recently  passed  and  signed  into  law  not  only 
increases  the  size  of  the  program  in  dollars  and  numbers  of  awards,  it  also  directs  this 
office  to  undertake  major  new  initiatives  and  responsibilities. 

Recent  legislative  initiatives  by  Congress  (PL    102-564)  have  greatly  expanded  the 
scope  of  operations  and  workload  of  this  office    This  legislation  was  passed  at  the  close 
of  the  102nd  Congress  and  signed  into  law  on  October  28,  1992.    It  reauthorized  the 
SBIR  program  preventing  its  sunset  at  the  end  of  FY  1993.   The  legislation  increases 
the  SBIR  award  funding  from  its  present  1  1/4  percent  of  extramural  R&D  budgets 
this  year  and  will  double  in  size  by  FY  1997,  or  2  1/2  percent    In  addition,  this 
legislation  adds  a  number  of  new  requirements  for  extensions  of  services.   For  example, 
it  places  a  much  stronger  direct  innovation  commercialization  responsibility  on  SBA  and 
the  participating  agencies.    The  demands  on  this  office's  resources  will  increase 
proportionately  with  the  increase  in  program  size  and  responsibility. 

The  legislation  authorized  a  new  program  entitled  "Small  Business  Technology  Transfer 
Pilot  Program"  (STTR).  This  program  has  many  similarities  to  the  SBIR  program,  but 
demands  the  development  of  new  policy,  operating  and  control  processes,  outreach 
materials.  Congressional  reporting  requirements,  overview  techniques,  solicitation 
processes  and  development  of  unique  contracting  agreements.   The  program  necessitates 
the  development  of  working  relationships  among  a  constituency  differing  significantly 
from  that  existing  in  SBIR.  e.g.  non-profits  and  FFRDC's. 

The  enclosed  budget  is  based  on  the  new  legislation  that  will  grow  the  program  from  its 
previous  level  of  1  1/4  percent  of  extramural  R&D  budgets  to  2.5  percent  of 
extramural  R&D  budgets.    In  terms  of  dollars  the  program  will  grow  from 
approximately  $480  million  to  about  $1.1  billion.   The  program  now  includes  very 
significant  programs  at  DOD  and  DOE  that  were  previously  excluded.    It  is  reasonable 
to  assume  that  the  number  of  proposals  submitted  by  small  business  will  grow  from  its 
present  level  of  about  24,000  a  year  to  about  50,000  a  year.   The  total  number  of 
awards  will  grow  from  about  3,200  a  year  to  about  6,500  a  year.   The  addition  of  the 
STTR  responsibility,  in  addition  to  its  extensive  administrative  burden,  should  grow  to 
over  $75  million  in  awards. 
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FY  1995  CONGRESSIONAL  SUBMISSION 

INNOVATION,  RESEARCH  &  TECHNOLOGY 

($  DM  THOUSANDS) 


FTE'S 

TOTAL 

FY  1994   APPROPRIATION 

94 

$1,403 

ADJUSTMENTS  TO  BASE  AND  BUILT  IN  CHANGES: 

+  1.6 

+6 
+23 
+96 
+24              +149 

-1%  INCREASE  FOR  PROMOTIONS/WIGS 
-ANNUALIZATION  OF  EXISTING  POSITIONS 
-ADJUSTMENT  OF  FTE 
-BENEFITS  RELATED  TO  ABOVE 

FY  1995  BASE 

11.0 

$1,552 

PROGRAM  CHANGES: 

-175               -175 
-175 

-BEN  FRANKLIN  CENTER 

FY  1995  REQUEST 

11.0 

$1,377 
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FY  1995  CONGRESSIONAL  SUBMISSION 
INNOVATION,  RESEARCH  AND  TECHNOLOGY 
EXPLANATION  OF  DISTRIBUTION  BY  OBJECT  CLASS 
(SEE  ACTIVITY  DATA  SHEET) 


11.  Personnel  Compensation  and  Staffing  -  $681.000.    For  1 1.0  Full-Time  Equivalent 
Positions. 

12.  Personnel  Benefits  -  $107.000.    For  direct  contribution  to  retirement  funds,  health 
benefits,  group  insurance,  Medicare  hospital  insurance,  and  employers  FICA  taxes. 

21.  Travel  and  Transportation  of  Persons  -  $29.000.   Travel  for  Central  Office  staff  at  $185 
per  day. 

22.  Transportation  of  Things  -  $7.000.    For  movement  of  household  goods  in  connection 
with  employee  relocation 

24.  Printing  and  Reproduction  -  $84.000.    For  SBIR  pre-soli citation  announcements,  annual 
report  and  miscellaneous  printing  and  reproduction 

25.  Other  Services  -  $458.000.    $60,000  for  SBIR  mailing  lists;  $65,000  for  the  SBIR 
computer  matching;  $60,000  for  the  SBIR  distribution  patterns;  $70,000  for  the  SBIR 
outreach  conferences;  $135,000  for  the  SBIR  technical  evaluations;  $41,000  for 
Regional  audio/visual  outreach;  $23,000  for  minority  outreach  program;  and  $4,000  for 
training  and  miscellaneous  contractual  services. 

26      Supplies  and  Materials  -  $6.000.    For  office  supplies  and  materials. 

31.      Equipment  -  $5.000.    For  replacement  of  miscellaneous  items  of  office  equipment. 
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FY  1995  CONGRESSIONAL  SUBMISSION 

INNOVATION,  RESEARCH  &  TECHNOLOGY 

SALARIES  AND  EXPENSES  BY  OBJECT  CLASS 

($  IN  THOUSANDS) 


FY  1991 

FY  1992 

FY  1993 

FY  1994 

FY  1994 

FY  1995 

OBJECT  CLASS: 

Actual 

Actual 

Actual 

Appropriated 

Availability 

Request 

Compensation 
Benefits 

$519 

$482 

$563 

$556 

$556 

$681 

71 

68 

84 

83 

83 

107 

Travel 

4 

6 

9 

29 

29 

29 

Transportation 

- 

- 

- 

7 

7 

7 

Rents  &  Communication 

- 

- 

4 

- 

- 

- 

Printing 

28 

36 

31 

84 

84 

84 

Other  Services 

255 

349 

162 

458 

458 

458 

Supplies 

1 

- 

1 

6 

6 

6 

Equipment 

29 

- 

10 

5 

5 

5 

[    Subtotal 

$907 

$941 

$864 

$1,228 

$1,228 

$1,377 

[Non-Credit   Initiatives 

- 

- 

- 

$175 

$175 

- 

|   Total 

$907 

$941 

$864 

$1,403 

$1,403 

$1,377 

FTE 

9.3 

8.5 

9.5 

94 

9.4 

11.0 
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FY  1995  CONGRESSIONAL  SUBMISSION 
ADVOCACY 


HIGHLIGHT: 


The  Office  of  Advocacy  continues  to  be  working  toward  a  positive  economic  and 
governmental  environment  for  small  business.    Within  that  broad  goal  are  specific 
objectives  which,  to  a  large  degree,  are  reflected  in  the  organizational  unit  structure  of 
the  office:  Economic  Research,  Information,  and  Interagency  Affairs 

The  special  event  that  occured  during  Fiscal  Year  1994  was  the  White  House 
Conference  on  Small  Business.    The  Office  of  Advocacy  was  charged  by  the  President 
and  the  Congress  with  the  development  of  issues  for  the  Conference.    This  conference 
will  continue  into  FY  1995.    It  will  continue  to  be  conducted  to  increase  public 
awareness  of  the  essential  contribution  of  small  business,  to  identify  the  problems  of 
small  business;  to  examine  the  status  of  minorities  and  owmen  as  small  business 
owners. 


OBJECTIVES: 


1 .       Data  Base 

The  basic  source  of  information  about  the  contributions  of  small  business  to  the 
American  economy  is  the  Office  of  Advocacy's  Small  Business  Data  Base 
(SBDB).   This  data  base  is  the  only  publicly  available  source  of  detailed 
information  on  the  contribution  of  small  business  to  the  economy.    Its 
development  and  maintenance  has  been  and  will  continue  to  be  the  most  important 
budgetary  priority  of  the  Office  of  Advocacy.   The  SBDB  is  developed  with  no 
paperwork  burden  to  the  small  business  community. 

The  Office  of  Advocacy  also  maintains  other  data  series  at  an  aggregate  level, 
through  purchases  from  private  sources  (Dun  and  Bradstreet)  and  interagency 
agreements  with  federal  statistical  agencies  (Internal  Revenue  Service,  Bureau  of 
Labor  Statistics,  Bureau  of  the  Census,  and  Federal  Reserve  Board) 

The  Office  of  Advocacy  anticipates  that  the  outside  flow  of  specific  data  requests  will 
continue  at  previous  year  levels,  as  Advocacy  remains  the  single  best  source  for  a  wide 
variety  of  information  about  small  business.    Advocacy  also  anticipates  that  specific 
data  requests  from  SBA  program  offices  and  regional  and  district  offices  will  increase 
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2.       Economic  Policy  Research 

Externally  conducted  research,  while  not  listed  separately  within  Advocacy's 
overall  research  budget,  is  itemized  internally  and  deserves  separate  mention.    The 
Office  of  Advocacy  has,  in  the  past  several  years,  spent  between  $500,000  and 
$800,000  annually  on  contracted  research  —  studying  such  issues  as  health  care 
coverage  in  small  business,  pension  coverage,  family  leave,  capital  formation  in 
small  business,  small  business'  share  of  federal  procurement,  and  workplace 
literacy  programs.    Each  research  project  typically  takes  from  one  to  three  years  to 
complete,  and  most  must  be  approved  by  the  Office  of  Management  and  Budget's 
Office  of  Information  and  Regulatory  Affairs  (OERA). 

Starting  in  FY  1990,  OIRA  implemented  for  all  survey  studies  an  80  percent 
response  rate  goal  that  has  been  rigorously  enforced.    This  has  increased  our 
project  costs  substantially  by  requiring  telephone  follow-up  and  more  mail 
surveys,  thus  making  more  expensive  telephone  surveys  a  much  more  desirable 
methodology.    In  past  years,  the  money  spent  on  contracted  research  could  be 
expected  to  fund  between  seven  and  twelve  research  projects  per  year.    For  FY 
1995,  we  anticipate  spending  $600,000  on  contracted  research,  which  will  likely 
fund  only  six  to  eight  projects. 
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FY  1995  CONGRESSIONAL  SUBMISSION 

ADVOCACY 

(S  IN  THOUSANDS) 


FTE'S 

TOTAL 

FY  1994   APPROPRIATION 

60.2 

$8,105 

ADJUSTMENTS  TO  BASE  AND  BUILT  IN  CHANGES: 

-9.2 

+32 

-401 

z42 

-411 

-1%    INCREASE  FOR  PROMOTIONS/WIGS 
-ADJUSTMENT  OF  FTE 
-BENEFITS  RELATED  TO  ABOVE 

FY  1995  BASE 

510 

$7,694 

PROGRAM  CHANGES: 

±19 
+19 

+  19 

-ADVOCACY  DATA  BASE 

FY  1995  REQUEST 

51.0 

$7,713 
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FY  1995  CONGRESSIONAL  SUBMISSION 
ADVOCACY 
EXPLANATION  OF  DISTRIBUTION  BY  OBJECT  CLASS 
(SEE  ACTIVITY  DATA  SHEET) 


11.      Personnel  Compensation  and  Staffing  -  $2.853.000.    For  51.0  Full-Time  Equivalent 
Positions. 

12      Personnel  Benefits  -  $591.000    For  direct  contribution  to  retirement  funds,  health 
benefits,  group  insurance,  Medicare  hospital  insurance,  and  employers  FICA  taxes 

21.      Travel  and  Transportation  of  Persons  -  $84.000.    Travel  for  Central  Office  staff  at  $185 
per  day. 

24.  Printing  and  Reproduction  -  $75.000.   For  printing  of  miscellaneous  informational 
materials  including  brochures,  publications  and  training  materials.    Also  included  is  the 
printing  of  the  "State  of  Small  Business"  report. 

25.  Other  Services  -  $4.049.000.    $533,000  for  research  contracts;  $1,000,000  for  database; 
$26,000  for  training  and  other  miscellaneous  contractual  services;  and  $2,490,000  for 

White  House  Conference. 

\ 

26.  Supplies  and  Materials  -  $40.000.    For  office  supplies  and  materials. 

31.     Equipment  -  $21.000.   For  replacement  of  miscellaneous  items  of  office  equipment  and 
procurement  of  personal  computers  and  peripherals  to  aid  in  office  operations. 
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FY  1995  CONGRESSIONAL  SUBMISSION 

ADVOCACY 

SALARIES  AND  EXPENSES  BY  OBJECT  CLASS 

($  IN  THOUSANDS) 


FY  1991 

FY  1992 

FY  1993 

FY  1994 

FY  1994 

FY  1995 

OBJECT  CLASS: 

Actual 

Actual 

Actual 

Appropriated 

Availability 

Request 

Compensation 

$3,227 

$3,533 

$3,263 

$3,222 

$3,222 

$2,853 

Benefits 

613 

692 

641 

633 

633 

591 

Travel 

57 

42 

26 

84 

84 

84 

Transportation 

- 

- 

- 

- 

- 

- 

Rents  &  Communication 

113 

6 

3 

- 

- 

- 

Printing 

24 

68 

23 

75 

75 

75 

Other  Services 

79 

11 

34 

26 

26 

26 

Supplies 

17 

11 

25 

40 

40 

40 

Equipment 

9 

8 

134 

21 

21 

21 

Subtotal 

$4,139 

$4,371 

$4,149 

$4,101 

$4,101 

$3,690 

Non-Credit  Initiatives 

$1,508 

$1,393 

$  1 ,2 1 3 

$4,004 

$4,004 

$4,023 

Total 

$5,647 

$5,764 

$5,362 

$8,105 

$8,105 

$7,7 1 3 

FTE 

648 

678 

6(14 

602 

602 

51.0 
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FY  1995  CONGRESSIONAL  SUBMISSION 

OTHER  SUPPORT  OFFICES 

SUMMARY 

($  IN  THOUSANDS) 


FTE'S 

TOTAL 

FY  1994    APPROPRIATION 

364.0 

$22,574 

ADJUSTMENTS  TO  BASE  AND  BUILT  IN  CHANGES: 

-15.5 

+177 

-76 
-594 

:52              -545 

-1%  INCREASE  FOR  PROMOTIONS/WIGS 
-ANNUALIZATION  OF  EXISTING  POSITIONS 
-ADJUSTMENT  OF  FTE 
-BENEFITS  RELATED  TO  ABOVE 

FY  1995  BASE 

348.5 

$22,029 

FY  1995  REQUEST 

348.5 

$22,029 
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FY  1995  CONGRESSIONAL  SUBMISSION 

OTHER  SUPPORT  OFFICES 

SUMMARY 

SALARIES  AND  EXPENSES  BY  OBJECT  CLASS 

($  IN  THOUSANDS) 


FY  1991 

FY  1992 

FY  1993 

FY  1994 

FY  1994 

FY  1995 

OBJECT  CLASS: 

Actual 

Actual 

Actual 

Appropriated 

Availability 

Request 

Compensation 

$16,260 

$17,863 

$17,789 

$17,564 

$17,564 

$17,071 

Benefits 

3,175 

3,670 

3,770 

3,756 

3,756 

3.704 

Travel 

379 

298 

181 

337 

337 

337 

Transportation 

2 

5 

8 

18 

18 

18 

Rents  &  Communication 

0 

2 

0 

3 

3 

3 

Printing 

52 

522 

75 

88 

88 

88 

Other  Services 

575 

554 

287 

450 

450 

450 

Supplies 

155 

155 

194 

231 

231 

231 

Equipment 

108 

33 

20 

127 

127 

127 

Subtotal 

$20,706 

$23,102 

$22,324 

$22,574 

$22,574 

$22,029 

Non-Credit   Initiatives 

$0 

$0 

$0 

$0 

$0 

$0 

Total 

$20,706 

$23,102 

$22,324 

$22,574 

$22,574 

$22,029 

FTE 

374  1 

383  9 

167  9 

364.0 

3640 

3485 
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FY  1995  CONGRESSIONAL  SUBMISSION 

OTHER  SUPPORT  OFFICES 

ADVISORY  COUNCILS 


HIGHLIGHT: 

The  functions  of  this  unit  include: 

1 .  To  channel  the  views  of  the  private  sector  to  the  Administrator,  the 
Congress  and  the  President  on  issues  that  affect  small  business  nationwide. 

2.  To  advise  the  Administrator,  the  Regional  Administrators,  District  Directors, 
and  other  key  SBA  officials,  on  economic  conditions. 

3.  To  evaluate  and  promote  SBA's  program. 

4.  To  encourage  and  support  the  development  of  private  enterprise  working 
with  local  banks,  academic  institutions  and  SBA's  offices. 

OTHER  INFORMATION: 

*  Advisory  Councils  are  an  important  resource  to  SBA,  especially  because  of 
the  "cost-effective"  public  exposure  they  give  to  SBA's  programs  throughout 
the  Nation. 

*  The  Councils  build  on  SBA's  existing  resource  base  and  provide  an 
important  outreach  function. 

*  The  Councils  help  the  Agency  in  getting  positive  media  coverage  and  in 
providing  feedback  on  program  and  policies. 

*  The  Council's  members  provide  immediate  and  direct  access  to  information 
about  trends  in  the  small  business  sector. 

OBJECTIVES: 

The  responsibilities  of  the  Advisory  Councils  include: 

*  To  facilitate  a  dialogue  between  the  senior  leaders  of  the  more  than  20 
million  U.S.  small  businesses. 


822 


U.S.  SMALL  BUSINESS  ADMINISTRATION 127 

To  aid  SBA  in  representing  small  business  and  bring  about  a  greater 
awareness  of  their  contribution  to  job  creation,  GNP  expansion  and 
product  innovation  in  the  economy. 

To  involve  the  nation's  university  community  with  government  and  the 
small  business  enterprise  system  in  a  partnership-for-growth  and 
productivity. 

*  To  advise  the  Administrator  and  SBA  staff  on  ways  of  improving  the 
effectiveness  of  cun-ent  and  proposed  programs  through  the  "grass 
roots"  volunteer  membership  of  Advisory  Councils. 

*  To  act  as  an  informational  channel  to  local  business  and  commercial 
interests  regarding  specific  SBA  programs  and  their  usefulness  in 
specific  geographical  areas. 

*  To  establish  such  Advisory  Boards  and  committees  as  may  be 
necessary  to  achieve  the  purpose  of  the  Act.  i.e.,  "pursuant  to  the 
authority  of  Section  8(b)(13)  of  the  Small  Business  Act  of  1953,  as 
amended  (15  U.S.C.  637(b)(13)." 
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FY  199S  CONGRESSIONAL  SUBMISSION 

OTHER  SUPPORT  OFFICE 

ADVISORY  COUNCILS 

($  IN  THOUSANDS) 


FTE'S 

TOTAL 

FY  1994    APPROPRIATION 

3.9 

$279 

ADJUSTMENTS  TO  BASE  AND  BUILT  IN  CHANGES: 

-1.9 

+2 
-68 
A0                -76 

-1%  INCREASE  FOR  PROMOTIONS/WIGS 
-ADJUSTMENT  OF  FTE 
-BENEFITS  RELATED  TO  ABOVE 

FY  1995  BASE 

2.0 

$203 

FY  1995  REQUEST 

2.0 

$203 
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FY  1995  CONGRESSIONAL  SUBMISSION 

ADVISORY  COUNCILS 

EXPLANATION  OF  DISTRIBUTION  BY  OBJECT  CLASS 

(SEE  ACTIVITY  DATA  SHEET) 


11.  Personnel  Compensation  and  Staffing  -  $93.000.    For  2.0  Full-Time  Equivalent 
Positions. 

12.  Personnel  Benefits  -  $15.000.    For  direct  contribution  to  retirement  funds,  health 
benefits,  group  insurance,  Medicare  hospital  insurance,  and  employers  FICA  taxes. 

21.     Travel  and  Transportation  of  Persons  -  $90.000.   Travel  for  Central  Office  staff  at  $185 
per  day. 

24.      Printing  and  Reproduction  -  $2.000.    For  miscellaneous  printing  and  reproduction. 

26.      Supplies  and  Materials  -  $3.000.    For  office  supplies  and  materials. 
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FY  1995  CONGRESSIONAL  SUBMISSION 

OTHER  SUPPORT  OFFICES 

GENERAL  COUNSEL 


HIGHLIGHT: 

The  Office  of  General  Counsel  (OGC)  provides  legal  advice  and  assistance  to  the 
Administrator  and  other  key  officials  on  the  development  and  execution  of  Agency 
policies,  programs  and  administration. 

The  office  operates  functionally  along  the  following  program  lines: 

Immediate  Office 

Provides  executive  direction  to  all  legal  activities.    Coordinates  administrative  and 
technical  supervision  of  legal  operations  in  the  field.    Provides  written  opinions  and 
informal  advice  to  various  Agency  components;  prepares  and  issues  various 
publications;  maintains  a  law  library;  performs  a  variety  of  special  assignments  for  the 
Administrator;  and  contributes  to  the  overall  effective  management  and  policy 
development  process  of  the  Agency. 

Office  of  Finance  and  Legislation 

Provides  counsel  regarding  the  investment,  business  loan,  and  disaster  loan  programs. 
Drafts  Agency  regulations  and  prepares  legislative  proposals  and  proposed  reports  and 
recommendations  to  Congress  and  OMB  regarding  pending  legislation. 

Office  of  Litigation 

Develops  and  oversees  the  plans,  procedures  and  standards  for  management  of  most 
SBA  litigation  and  handles  all  defensive  and  precedent-setting  claims  cases. 
Coordinates  with  die  Department  of  Justice  on  agency  civil  litigation.   Conducts 
administrative  proceedings  to  enforce  compliance  with  the  Small  Business  Act  and  its 
regulations. 

XWfice  of  General  Law: 

Counsels  officials  in  all  administrative  and  program  areas  excluding  financial  programs. 
Represents  the  Agency  in  contract  appeals  and  protests  before  the  Comptroller  General, 
GSA  Board  of  Contract  Appeals,  the  Armed  Services  Board  of  Contract  Appeals,  and 
the  Armed  Services  Board  of  Contract  Appeals. 
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Office  of  SBIC  Litigation; 

Conducts  litigation,  Federal  court  action  or  administrative  proceedings  needed  to  remove 
Small  Business  Investment  Companies  (SBICs)  from  the  program  by  Federal  court 
action  and  to  collect  money  owed  to  SBA  by  such  SBICs.. 

Field  Legal  Operation: 

Coordinates  and  provides  legal  services  for  program  operations  in  the  field  offices,  with 
support  and  direction  from  Central  Office. 
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FY  1995  CONGRESSIONAL  SUBMISSION 

OTHER  SUPPORT  OFFICES 

GENERAL  COUNSEL 

(S  IN  THOUSANDS) 


FTE'S 

TOTAL 

FY  1994   APPROPRIATION 

319.7 

$19,264 

ADJUSTMENTS  TO  BASE  AND  BUILT  IN  CHANGES: 

-10.2 

+153 
-239 
+48                -38 

-1%  INCREASE  TO  PROMOTIONS/WIGS 
-ADJUSTMENT  OF  FTE 
-BENEFITS  RELATED  TO  ABOVE 

FY  1995  BASE 

309.5 

$19,226 

FY  1995  REQUEST 

3095 

$19,226 
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FY  1995  CONGRESSIONAL  SUBMISSION 
GENERAL  COUNSEL 
EXPLANATION  OF  DISTRIBUTION  BY  OBJECT  CLASS 
(SEE  ACTIVITY  DATA  SHEET) 


11       Personnel  Compensation  and  Staffing  -  $15.171.000.    For  309.5  Full-Time  Equivalent 
Positions. 

12.     Personnel  Benefits  -  $3.394.000.   For  direct  contribution  to  retirement  funds,  health 
benefits,  group  insurance,  Medicare  hospital  insurance,  employers  FICA  taxes,  and  cost 
of  living  allowance. 

21.  Travel  and  Transportation  of  Persons  -  $188.000.   Travel  for  Central  Office  staff  at 
$185  per  day  and  field  office  staff  at  $125  per  day. 

22.  Transportation  of  Things  -  $18.000.    For  movement  of  household  goods  in  connection 
with  employee  relocation. 

24.  Printing  and  Reproduction  -  $22.000.    For  miscellaneous  printing  and  reproduction. 

25.  Other  Services  -  $159.000    $135,000  for  Westlaw  computerization;  $15,000  for 
hearings;  and  $9,000  for  steno  services,  training  and  other  miscellaneous  contractual 
services. 

26.  Supplies  and  Materials  -  $188.000    For  office  supplies  and  materials,  including 
updating  of  law  libraries. 

31.     Equipment  -  $86.000.   For  replacement  of  miscellaneous  items  of  office  equipment  and 
procurement  of  personal  computers  and  peripherals  to  aid  in  office  operations. 
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FY  1995  CONGRESSIONAL  SUBMISSION 
OTHER  SUPPORT  OFFICES 
HEARINGS  AND  APPEALS 


HIGHLIGHT: 

The  Office  of  Hearings  and  Appeals  (OHA)  has  two  functional  activities.   In  its 
administrative  law  function  it  provides  due  process  resolutions  of  Agency  disputes  in  20 
jurisdictional  areas.   Three  of  these  areas  of  jurisdiction  arose  in  1990  as  a  result  of  the 
Business  Opportunity  Development  Reform  Act  of  1 988  and  have  generated  a  steady 
flow  of  cases  in  the  "8(a)"  area.    This  office  now  has  an  Administrative  Law  Judge  to 
handle  these  matters  pursuant  to  the  statute. 

This  Office  also  processes  Freedom  of  Information  Act  and  Privacy  Act  appeals  for  the 
Agency  and  provides  guidance  in  these  areas  to  other  Agency  components.    This  Office 
plays  a  significant  role  in  the  Agency's  overall  regulatory  responsibility  and  its  efforts  to 
improve  the  effectiveness  of  SBA's  rules  and  regulations  governing  its  programs.   The 
work  covers  specific  SBA  program  areas,  SBA  personnel  administration,  SBA 
management-labor  relations,  borrowers  and  other  applicants  for  or  recipients  of  SBA 
assistance  or  authority  to  participate  with  SBA  in  the  lending  of  such  assistance  to 
private  sector  small  business  firms.   This  Office  serves  as  an  independent  consolidated 
entity  with  fact-finding  and  decisional  authority  in  Agency  adjudication  proceedings  and 
appeals  cases.   The  Office  of  Hearings  and  Appeals  lends  consistency  and  continuity  to 
Agency  actions.   It  is  especially  important  in  affording  fairness  and  due  process  of  law 
to  all  parties  and  in  upholding  the  integrity  and  public  image  of  the  Agency's  activities 
This  Office  helps  to  assure  that  specific  programs  and  relations,  procedures,  standards  of 
conduct.  Constitutional  principles  and  cases  decided  by  the  courts  are  followed. 

OTHER  INFORMATION: 

Appeals  are  initiated  by  the  constituency  that  this  Agency  serves  and  are  not 
controllable  by  this  office. 
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FY  1995  CONGRESSIONAL  SUBMISSION 

OTHER  SUPPORT  OFFICES 

HEARINGS  AND  APPEALS 

($  IN  THOUSANDS) 


FTE'S 

TOTAL 

FY  1994    APPROPRIATION 

16.6 

$1,305 

ADJUSTMENTS  TO  BASE  AND  BUILT  IN  CHANGES: 

-7.6 

+  10 
-90 
-456 
-70               -606 

-1%  INCREASE  FOR  PROMOTIONS/WIGS 
-ANNUALIZATION  OF  EXISTING  POSITIONS 
-ADJUSTMENT  OF  FTE 
-BENEFITS  RELATED  TO  ABOVE 

FY  1995  BASE 

9.0 

$699 

FY  1995  REQUEST 

9.0 

$699 
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FY  1995  CONGRESSIONAL  SUBMISSION 
HEARINGS  AND  APPEALS 
EXPLANATION  OF  DISTRIBUTION  BY  OBJECT  CLASS 
(SEE  ACTIVITY  DATA  SHEET) 


11.  Personnel  Compensation  and  Staffing  -  $483.000.    For  9  0  Full-Time  Equivalent 
Positions. 

12.  Personnel  Benefits  -  $81.000.    For  direct  contribution  to  retirement  funds,  health 
benefits,  group  insurance,  Medicare  hospital  insurance,  and  employers  FICA  taxes. 

21.     Travel  and  Transportation  of  Persons  -  $30.000.   Travel  for  Central  Office  staff  at  $185 
per  day. 

24.  Printing  and  Reproduction  -  $2.000.   For  miscellaneous  printing  and  reproduction. 

25.  Other  Services  -  $43.000.    $9,000  for  steno  services;  $34,000  for  training  and  other 
miscellaneous  contractual  services. 

26.  Supplies  and  Materials  -  $27.000.   For  office  supplies  and  materials. 

31.     Equipment  -  $33.000.   For  replacement  of  miscellaneous  items  of  office  equipment. 
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FY  1995  CONGRESSIONAL  SUBMISSION 

OTHER  SUPPORT  OFFICES 

PUBLIC  COMMUNICATIONS 

HIGHLIGHT: 

The  Office  of  Public  Communications  (OPC)  has  the  principal  responsibility  for 
developing  and  implementing  effective  communications  strategies  to  ensure  the  SBA's 
mission,  programs,  services  and  initiatives  are  articulated  clearly  and  consistently  to  the 
American  public  in  general  and  the  small  business  community  in  specific.    It  supports 
field  and  program  offices  with  planning  and  implementation  of  effective 
communications  strategies.    The  office  develops  and  disseminates  news  releases  and 
press  kits,  internal  and  external  information  packages,  audio-visual  presentations  and 
publications,  "advertorials",  and  newsletters.    OPC  distributes  a  weekly  informational 
package  to  district  and  regional  offices  and  provides  them  with  marketing  and  public 
relations  materials  promoting  individual  SBA  programs  and  initiatives.    OPC  arranges 
press  briefings  on  SBA  programs  for  the  Administrator  and  other  SBA  officials 

The  Office  of  Public  Communications  contributes  to  SBA's  advocacy  role  by  promoting 
small  business1  contributions  to  the  American  economy  through  national  public  service 
campaigns. 

OTHER  INFORMATION: 

The  specific  functions  of  the  Office  of  Public  Communications  are: 

*  To  develop  and  implement  a  consistent,  effective  communications  policy  for  the 
Agency; 

*  To  proactively  provide  information  to  the  news  media  and  the  general  public,  as 
well  as  respond  to  their  inquiries  about  matters  affecting  small  business  and  SBA 
activities; 

*  To  provide  public  communication  services  to  SBA  program  areas  and  field 
offices.   These  services  include  creative  development  and  production  of  such 
communications  vehicles  as  print,  radio  and  television  public  service 
announcements,  speeches,  newspaper  and  magazine  articles,  audio  and  videotapes, 
and  slide  shows. 

The  Office  of  Public  Communications  plays  the  chief  role  in  articulating,  explaining  and 
promoting  Agency  policy  and  goals  to  the  national  and  local  news  media;  and  thereby 
has  a  key  role  in  shaping  the  American  public's  perception  of  the  Small  Business 
Administration. 
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OBJECTIVES: 

Furthermore,  the  Office  of  Public  Communications  has  been  charged  with  the  key 
responsibility  of  improving  the  quality  and  delivery  of  public  communications  to 
enhance  public  understanding  and  utilization  of  SBA  programs. 

The  specific  strategies  for  achieving  this  are: 

1.  Implementing  a  long-term  public  information  plan 

2.  Developing  updated  and  more  frequently  used  public  service  messages. 

3.  Providing  professional  media  resource  packages  and  other  public  information 
materials  for  the  field  offices. 
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FY  1995  CONGRESSIONAL  SUBMISSION 

OTHER  SUPPORT  OFFICES 

PUBLIC  COMMUNICATIONS 

($  IN  THOUSANDS) 


FTE'S 

TOTAL 

FY  1994    APPROPRIATION 

13.2 

$1,006 

ADJUSTMENTS  TO  BASE  AND  BUILT  IN  CHANGES: 

+2.8 

+6 
+85 
J.                +90 

-1%  INCREASE  FOR  PROMOTIONSAV1GS 
-ADJUSTMENT  OF  FTE 
-BENEFITS  RELATED  TO  ABOVE 

FY  1995  BASE 

160 

$  1 .096 

FY  1995  REQUEST 

16.0 

$1,096 
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FY  1995  CONGRESSIONAL  SUBMISSION 
PUBLIC  COMMUNICATIONS 
EXPLANATION  OF  DISTRIBUTION  BY  OBJECT  CLASS 
(SEE  ACTIVITY  DATA  SHEET) 


11.  Personnel  Compensation  and  Staffing  -  $654.000    For  16.0  Full-Time  Equivalent 
Positions. 

12.  Personnel  Benefits  -  $  1 1 6.000.    For  direct  contribution  to  retirement  funds,  health 
benefits,  group  insurance,  Medicare  hospital  insurance,  employers  FICA  taxes 

21.     Travel  and  Transportation  of  Persons  -  $18.000.   Travel  for  Central  Office  staff  at  $185 
per  day.  / 

23.  Rents.  Communications,  and  Utilities  -  $3.000.   For  miscellaneous  rents.      / 

24.  Printing  and  Reproduction  -  $50.000.   For  printing  information  pamphlets,  SBA's  annual 
report  and  other  miscellaneous  printing  and  reproductions. 

25.  Other  Services  -  $243.000.    $122,000  for  Creative  Services  contract;  $35,000  for  Small 
Business  Week;  $25,000  for  tape  duplications;  $20,000  for  photographic  services; 
$36,000  for  publications  and  $5,000  for  other  miscellaneous  contractual  services. 

26.  Supplies  and  Materials  -  $8.000.    For  office  supplies  and  materials. 

31.     Equipment  -  $4.000.    For  replacement  of  miscellaneous  items  of  office  equipment. 
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FY  1995  CONGRESSIONAL  SUBMISSION 

OTHER  SUPPORT  OFFICES 

CONGRESSIONAL  AND  LEGISLATIVE  AFFAIRS 


HIGHLIGHT: 

The  Office  of  Congressional  and  Legislative  Affairs  (CLA)  has  two  principal  functions. 
The  first  is  to  devise  and  implement  a  legislative  strategy.   The  second  is  to  provide  a 
focal  point  for  communication  with  the  Congress,  the  White  House  and  other  agencies 
that  further  the  goals  of  the  Small  Business  Administration  and  enables  members  of 
Congress  to  better  serve  their  small  business  constituency 

This  office  assists  in  the  development  of  the  Agency's  legislative  program  in 
cooperation  with  affected  offices,  the  Office  of  General  Counsel  and  the  Office  of 
Management  and  Budget.    As  well,  CLA  informs  the  staffs  and  members  of  the  House 
and  Senate  Small  Business,  Budget  and  Appropriations  Committees  regarding  the 
Administration's  legislative  and  budgetary  policies  and  programs  on  a  regular  basis. 

This  office  oversees  and  coordinates  Agency  participation  in  congressional  hearings; 
advises  and  assists  Agency  leadership  in  the  Central  Office  and  throughout  the  field 
organization  with  respect  to  specific  inquiries  made  by  members  of  Congress  or  their 
staffs  about  budget  issues,  legislation,  appropriations,  oversight,  and  other  Congressional 
activities. 

OBJECTIVES: 

The  Office  of  Congressional  and  Legislative  Affairs  will  continue  to  maintain  an 
efficient  and  effective  communications  liaison  between  the  SBA,  the  Congress,  White 
House,  OMB,  and  other  federal  entities. 
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FY  1995  CONGRESSIONAL  SUBMISSION 

OTHER  SUPPORT  OFFICES 

CONGRESSIONAL  AND  LEGISLATIVE  AFFAIRS 

($  IN  THOUSANDS) 


FTE'S 

TOTAL 

FY  1994   APPROPRIATION 

10.6 

$720 

ADJUSTMENTS  TO  BASE  AND  BUILT  IN  CHANGES: 

+  1.4 

+6 
+  14 
+84 
J9                +85 

-1%  INCREASE  FOR  PROMOTIONS/WIGS 
-ANNUALIZATION  OF  EXISTING  POSITIONS 
-ADJUSTMENT  OF  FTE 
-BENEFITS  RELATED  TO  ABOVE 

FY  1995  BASE 

12.0 

$805 

FY  1995  REQUEST 

12.0 

$805 
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FY  1995  CONGRESSIONAL  SUBMISSION 
CONGRESSIONAL  AND  LEGISLATIVE  AFFAIRS 
EXPLANATION  OF  DISTRIBUTION  BY  OBJECT  CLASS 
(SEE  ACTIVITY  DATA  SHEET) 


11.  Personnel  Compensation  and  Staffing  -  $670.000.   For  12.0  Full-Time  Equivalent 
Positions. 

12.  Personnel  Benefits  -  $98.000    For  direct  contribution  to  retirement  funds,  health 
benefits,  group  insurance,  Medicare  hospital  insurance,  and  employers  FICA  taxes. 

21.     Travel  and  Transportation  of  Persons  -  $1 1.000.    Travel  for  Central  Office  staff  at  $185 
per  day. 

24      Printing  and  Reproduction  -  $12.000.    For  miscellaneous  printing  and  reproduction. 

25.  Other  Services  -  $5.000.   For  miscellaneous  contractual  services. 

26.  Supplies  and  Materials  -  $5.000.    For  office  supplies  and  materials. 

3 1 .     Equipment  -  $4.000.   For  replacement  of  miscellaneous  items  of  office  equipment. 
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FY  1995  CONGRESSIONAL  SUBMISSION 
EXECUTIVE  DIRECTION 


HIGHLIGHT: 

The  functions  of  the  Executive  Direction  activity  is  to  exercise  direction,  authority,  and 
control  over  ail  SBA  programs  administered  by  the  Administrator,  his  Deputy,  a  small 
Washington  staff,  Regional,  District  and  Branch  directors  and  their  immediate  staffs  in 
the  field  offices,  and  to  act  as  a  liaison  between  the  small  business  community  and  SBA 
for  receipt  of  complaints,  criticisms,  and  suggestions  concerning  policies  and  activities 
of  the  Administrator  and  any  other  Federal  agency. 


OBJECTIVES: 


Establishment  and  achievement  of  Agency's  objectives  through  the  operation  of  a 
goal  planning  system. 

Improve  program  delivery  through  adequate  training  and  private  sector  resources. 

Improve  outreach  efforts. 

Improve  Small  Business  Participation  in  International  Trade. 

Expand  Opportunities  for  Women's  Business. 

Contribute  to  Rural  Development. 

Strengthen  Minority  Business 

Initiate  Empowerment  Zones  throughout  the  nation  to  better  serve  the  small 
business  community. 
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FY  1995  CONGRESSIONAL  SUBMISSION 

EXECUTIVE  DIRECTION 

($  IN  THOUSANDS) 


FTE'S 

TOTAL 

FY  1994    APPROPRIATION 

274  6 

$19,574 

ADJUSTMENTS  TO  BASE  AND  BUILT  IN  CHANGES: 

-13.2 

+  161 
-647 
+31               -455 

-1%  INCREASE  FOR  PROMOTION/WIGS 
-ADJUSTMENT  OF  FTE 
-BENEFITS  RELATED  TO  ABOVE 

FY  1995  BASE 

261.4 

$19,119 

FY  1995  REQUEST 

261.4 

$19,119 
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FV  1995  CONGRESSIONAL  SUBMISSION 
EXECUTIVE  DIRECTION 
EXPLANATION  OF  DISTRIBUTION  BY  OBJECT  CLASS 
(SEE  ACTIVITY  DATA  CHEET) 


11.  Personnel  Compensation  and  Staffing  -  $15.598.000.    For  261.4  Full-Time  Equivalent 
Positions. 

12.  Personnel  Benefits  -  $2.828.000.    For  direct  contribution  to  retirement  funds,  health 
benefits,  group  insurance,  Medicare  hospital  insurance,  employers  FICA  taxes,  and  cost 
of  living  allowance  for  employees  in  covered  locations. 

21.  Travel  and  Transportation  of  Persons  -  $532.000.    Travel  for  Central  Office  staff  at 
$185  per  day  and  field  office  staff  at  $125  per  day. 

22.  Transportation  of  Things  -  $50.000.    For  movement  of  household  goods  in  connection 
with  employee  relocation. 

24.  Printing  and  Reproduction  -  $10.000.   For  miscellaneous  printing  and  reproduction. 

25.  Other  Services  -  $70.000.    $22,000  for  first  aid  facilities;  $17,000  for  labor,  electrical 
work  and  alterations;  $13,000  for  repair  and  maintenance  of  machines;  $13,000  for  petty 
cash;  $5,000  for  training  and  other  miscellaneous  contractual  services. 

26.  Supplies  and  Materials  -  $15.000.    For  office  supplies  and  materials 

31.      Equipment  -  $16.000.    For  replacement  of  miscellaneous  items  of  office  equipment  and 
procurement  of  personal  computers  and  peripherals  to  aid  in  office  operations. 
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FY  1995  CONGRESSIONAL  SUBMISSION 

EXECUTIVE  DIRECTION 

SALARIES  AND  EXPENSES  BY  OBJECT  CLASS 

($  IN  THOUSANDS) 


OBJECT  CLASS: 

FY  1991 
Actual 

FY  1992 
Actual 

FY  1993 
Actual 

FY  1994 
Appropriated 

FY  1994 
Availability 

FY  1995 
Requeit 

Compensation 

$14,861 

$15,758 

$16,503 

$16,084 

$16,084 

$15,598 

Benefits 

2.648 

3,089 

2.903 

2,797 

2.797 

2,828 

Travel 

902 

744 

749 

532 

532 

532 

Transportation 

32 

61 

27 

50 

50 

50 

Rents  &  Communication 

10 

32 

22 

- 

- 

- 

Printing 

- 

1 

82 

10 

10 

10 

Other  Services 

183 

316 

210 

70 

70 

70 

Supplies 

47 

46 

17 

15 

15 

IS 

Equipment 

101 

80 

7 

16 

16 

16 

Subtotal 

$18,784 

$20,127 

$20,520 

$19,574 

$19,574 

$19,119 

Non-Credit  Initiatives 

- 

- 

- 

- 

- 

- 

Total 

SI  8,784 

$20,127 

$20,520 

$19,574 

$19,574 

$19,119 

FTE 

2684 

2749 

271  1 

2746 

274.6 

261.4 
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FY  1995  CONGRESSIONAL  SUBMISSION 
FIELD  ADMINISTRATION 


HIGHLIGHT: 

The  function  of  the  Field  Administration  activity  is  to  conduct  field  administrative 
support  services  including  budgeting,  personnel  and  office  services  functions  at  the 
Regional,  District  and  Branch  office  levels. 

OBJECTIVES: 

*  Improve  the  Management  and  Administration  of  the  Small  Business 
Administration. 

*  To  streamline  the  support  provided  at  the  field  offices. 

*  To  continue  to  provide  support  for  motor  pool,  supplies  and  warehousing  for  the 
field  offices. 

*  To  procure  goods  and  services  to  support  the  operation  of  the  field  offices. 
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FY  1995  CONGRESSIONAL  SUBMISSION 

FIELD  ADMINISTRATION 

($  IN  THOUSANDS) 


FTE'S 

TOTAL 

FY  1994    APPROPRIATION 

381.5 

$17,997 

ADJUSTMENTS  TO  BASE  AND  BUILT  IN  CHANGES: 

-18.3 

+  105 
+  151 

-573 

+26               -291 

-1%  INCREASE  FOR  PROMOTIONS/WIGS 
-ANNUALIZATION  OF  EXISTING  POSITIONS 
-ADJUSTMENT  OF  FTE 
-BENEFITS  RELATED  TO  ABOVE 

FY  1995  BASE 

363.2 

$17,706 

FY  1995  REQUEST 

363.2 

$17,706 
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FY  1995  CONGRESSIONAL  SUBMISSION 
FIELD  ADMINISTRATION 
EXPLANATION  OF  DISTRIBUTION  BY  OBJECT  CLASS 
(SEE  ACTIVITY  DATA  SHEET) 


11.  Personnel  Compensation  and  Staffing  -  $10.161.000.    For  363.2  Full-Time  Equivalent 
Positions. 

12.  Personnel  Benefits  -  $2.439.000.    For  direct  contribution  to  retirement  funds,  health 
benefits,  group  insurance,  Medicare  hospital  insurance,  employers  FICA  taxes,  and  cost 
of  living  allowance  for  employees  in  covered  locations. 

21.  Travel  and  Transportation  of  Persons  -  $2 1 6.000.    Travel  for  field  office  staff  at  $125 
per  day. 

22.  Transportation  of  Things  -  $41.000.    For  movement  of  household  goods  in  connection 
with  employee  relocation. 

23.  Rents.  Communications,  and  Utilities  -  $3.125.000.    $292,000  for  ADP  rentals; 
$1,455,000  for  rental  of  duplicating  equipment;  $505,000  for  other  rentals;  $485,000  for 
local  telephone  costs;  and  $388,000  for  long  distance  telephone  costs. 

24.  Printing  and  Reproduction  -  $130.000.   For  miscellaneous  printing  and  reproduction, 
including  materials  for  local  conventions,  fairs,  expositions,  miscellaneous  forms, 
letterheads,  envelopes,  etc. 

25.  Other  Services  -  $422.000.    $133,000  for  first  aid  facilities,  $103,000  for  labor, 
electrical  work  and  alterations;  $82,000  for  repair  and  maintenance  of  machines; 
$74,000  for  petty  cash;  $30,000  for  training  and  other  miscellaneous  contractual 
services. 

26.  Supplies  and  Materials  -  $564.000.    For  office  supplies  and  materials. 

31.     Equipment  -  $608.000.   For  replacement  of  miscellaneous  items  of  office  equipment  and 
procurement  of  personal  computers  and  peripherals  to  aid  in  office  operations. 
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FY  1995  CONGRESSIONAL  SUBMISSION 

FIELD  ADMINISTRATION 

SALARIES  AND  EXPENSES  BY  OBJECT  CLASS 

(S  IN  THOUSANDS) 


FY  1991 

FY  1992 

FY  1993 

FY  1994 

FY  1994 

FY  1995 

OBJECT  CLASS: 

Actual 

Actual 

Actual 

Appropriated 

Availability 

Request 

Compensation 

$10,099 

$10,294 

$10,426 

$10,478 

$10,478 

$10,161 

Benefits 

2.255 

2,322 

4,911 

2,413 

2.413 

2.439 

Travel 

801 

804 

911 

216 

216 

216 

Transportation 

43 

40 

566 

41 

41 

41 

Rents  &  Communication 

1.392 

1,257 

1,147 

3.125 

3.125 

3.125 

Printing 

311 

295 

272 

130 

130 

130 

Other  Services 

2,386 

2,538 

2,518 

422 

422 

422 

Supplies 

1,260 

1.268 

1,080 

564 

564 

564 

Equipment 

3.503 

1,786 

1,987 

608 

608 

608 

Subtotal 

$22,050 

$20,604 

$23,818 

$17,997 

$17,997 

$17,706 

Non-Credit  Initiatives 

- 

- 

- 

- 

- 

- 

Total 

$22,050 

$20,604 

$23,818 

$17,997 

$17,997 

$17,706 

FTE 

4137 

403.5 

392  1 

381.5 

381  5 

363  2 
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SMALL  BUSINESS  ADMINISTRATION 

FY  1995  CONGRESSIONAL  SUBMISSION 

OFFICE  OF  INSPECTOR  GENERAL 


HIGHLIGHTS 

The  Inspector  General  Act  of  1978,  Public  Law  95-452,  established  the  Office  of 
Inspector  General  (OIG)  as  an  independent  office  within  the  Small  Business 
Administration  (SB  A)  to  conduct  and  supervise  audits  and  investigations  of  SB  A 
programs  and  operations;  to  provide  leadership  for  the  detection  and  prevention  of 
fraud,  waste,  and  abuse;  and  to  promote  policies  for  the  improvement  of  economy, 
efficiency,  and  effectiveness  in  the  administration  of  SBA  programs  and  operations. 
The  Inspector  General  (IG),  a  Senate  confirmed  Presidential  appointee,  keeps  the 
Administrator  of  SBA  and  the  Congress  fully  informed  of  any  problems  and  deficiencies 
relating  to  SBA  programs  and  operations,  recommends  corrective  actions  to  SBA 
program  managers,  and  monitors  SBA's  progress  toward  the  implementation  of  such 
actions. 

Improved  coverage  of  the  business  loan  program  was  one  of  out  top  priorities  for  FY 
1993.    Our  most  recent  audit  and  investigative  findings  demonstrated  the  need  for 
greater  attention  to  the  business  loan  program.    Unfortunately,  without  sufficient 
resources  to  provide  adequate  coverage  to  all  programs,  we  cannot  continue  to  devote 
the  same  proportion  of  our  time  and  effort  to  this  program  in  FY  1994  without 
sacrificing  OIG  coverage  to  programs  presently  receiving  less  attention,    even  though 
the  SBA's  funding  for  business  loans  has  been  increased  markedly.    In  FY  1993,  the 
OIG  also  introduced  initiatives  to  shift  its  attention  to  the  minority  business  program. 
Our  audit,  investigation,  and  inspection  findings  in  this  area  justified  expanded 
oversight;  consequently,  in  FY  1994,  all  OIG  operating  entities  are  committing  an 
increased  share  of  their  respective  resources  to  the  oversight  of  the  minority  small 
business  programs  will  continue  to  receive  priority  for  OIG  resources  in  FY  1995. 

FY  1993  ACCOMPLISHMENTS: 

OIG  activities  result  in  management  recommendations  to  help  SBA  managers  improve 
program  management.    In  FY  1993,  SBA  management  implemented  selected  OIG 
recommendations  resulting  in  over  $3  million  in  recoveries  and  offsets  of  disallowed 
costs  and  over  $58  million  in  funds  put  to  better  use.    In  addition,  major  OIG  audits  and 
inspections  of  the  business  loan,  disaster  assistance,  certificate  of  competency,  and 
management  and  technical  assistance  programs  have  led  to  improved  program 
management  within  the  Agency.    These  OIG  efforts,  as  well  as  our  investigation 
activities,  serve  to  deter  fraud  and  abuse  in  SBA  programs.    We  have  consistently 
demonstrated  a  high  return  on  every  dollar  the  Congress  has  invested  in  our  operations; 
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for  example,  during  FY  1993,  we  recognized  over  $40  million  in  accomplishments  and 
obtained  59  indictments  and  52  convictions.    We  also  issued  48  audit  reports,  4 
inspection  reports  and  memoranda,  and  219  desk  reviews  of  independent  CPA  audits 
and  saw  a  significant  dollar  increase  in  management  avoidances  as  a  result  of  name 
check  inquiries.    In  FY  1993,  SBA  declined  over  $18  million  in  loan  funds  because  of 
the  name  check  program. 

FY  1994  APPROPRIATION: 

The  OIG's  FY  1994  appropriation  is  $7,962  million  and  104  full-time  equivalent  (Hi.) 
positions,  a  reduction  from  the  FY  1993  level  of  $8.3  million  and  108  FTE  positions. 
This  level  of  funding  has  unfortunately  forced  a  reduction  in  audit  coverage  of  SBA's 
$26  billion  in  loans,  guarantees,  and  expenditures.    Moreover,  the  OIG's  ability  to 
respond  in  a  more  timely  manner  to  allegations  it  receives  and  to  open  investigation 
cases  of  meritorious  reports  of  fraud,  abuse  or  mismanagement  has  been  impaired. 

SUMMARY  OF  FY  1995  REQUEST: 

This  budget  requests  $8,452  million  and  104  FTE  positions  for  the  OIG  in  FY  1995 
This  represents  an  increase  of  $490,000  over  the  OIG's  FY  1994  appropriation  of  $7,962 
million. 

This  request  will  fund  OIG  personnel  and  activities  at  the  current  level.    The  request 
will  provide  an  increase  for  contractual  services,  as  well  as  a  small  increase  to  other 
object  classes.   The  level  of  FY  1995  funding  requested  for  compensation  and  benefits 
is  based  on  the  current  information  regarding  cost  of  living  increases  and  locality  pay 
adjustments.   This  level  will  also  allow  for  the  previously  unfunded  locality  adjustments 
enacted  in  FY  1994.   The  requested  increase  for  contractual  services  will  be  used  to 
obtain  contract  audit  and  inspection  services  for  reviews  of  Section  7(a)  programs, 
minority  small  business  programs,  financial  statement  audits,  and  other  key  SBA 
activities.  Acquisition  of  these  services  will  allow  for  more  efficiency  and  effectiveness 
of  the  OIG's  given  its  declining  personnel  resources. 

The  FY  1995  request  of  $8,452  million  reflects  current  Administration  guidelines  and 
FTE  targets  and  would  provide,  through  judicious  use  of  this  funding,  reasonable  audit, 
investigation,  and  inspection  coverage  of  SBA  programs.    With  this  small  increase,  the 
OIG  would  be  able  to  provide  coverage  similar  to  that  planned  for  FY  1994. 
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FY  1995  CONGRESSIONAL  SUBMISSION 

INSPECTOR  GENERAL 

($  IN  THOUSANDS) 


FTE'S 

TOTAL 

FY  1994   APPROPRIATION 

104.0 

$7,962 

ADJUSTMENTS  TO  BASE  AND  BUILT  IN  CHANGES: 

+  111 
+71               +182 

-ANNUALIZATION  OF  EXISTING  POSITIONS 
-BENEFITS  RELATED  TO  ABOVE 

FY  1995  BASE 

104.0 

$8,144 

ADMINISTRATIVE  ADJUSTMENTS: 

+308              +308 

+233 

+39 

+29 

+1 

+6 

-OTHER  SERVICES 

-EQUIPMENT 
-TRAVEL 
-PRINTING 
-SUPPLIES 

FY  1995  REQUEST 

104.0 

$8,452 
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FY  1995  CONGRESSIONAL  SUBMISSION 
INSPECTOR  GENERAL 
EXPLANATION  OF  DISTRIBUTION  BY  OBJECT  CLASS 
(SEE  ACTIVITY  DATA  SHEET) 


11.  Personnel  Compensation  and  Staffing  -  $6.440.000.    For  104  0  Full-Time  Equivalent 
Positions  including  overtime  of  $122,000. 

12.  Personnel  Benefits  -  $1.161.000    For  direct  contribution  to  retirement  funds,  health 
benefits,  group  insurance,  Medicare  hospital  insurance,  employers  FICA  taxes,  and 
miscellaneous  cost  of  living  expenses. 

21.  Travel  and  Transportation  of  Persons  -  $350.000.   Travel  for  Central  Office  staff  at 
$185  per  day  and  field  office  staff  at  $125  per  day. 

22.  Transportation  of  Things  -  $10.000.    For  movement  of  household  goods  in  connection 
with  employee  relocation. 

24.  Printing  and  Reproduction  -  $7.000.    For  miscellaneous  printing  and  reproduction. 

25.  Other  Services  -  $413.000.    $125,000  for  personnel  background  checks;  $100,000  for 
contract  audits;  $40,000  for  training,  $148,000  for  maintenance  and  contractual  services. 

26.  Supplies  and  Materials  -  $26.000.    For  office  supplies  and  materials. 

31.     Equipment  -  $45.000.   For  replacement  of  miscellaneous  items  of  office  equipment  and 
procurement  of  personal  computers  and  peripherals  to  aid  in  office  operations 


851 


US   SMALL  BUSINESS  ADMINISTRATION 


156 


FY  1995  CONGRESSIONAL 

INSPECTOR  GENERAL 

SALARIES  AND  EXPENSES  BY  OBJECT  CLASS 

($  IN  THOUSANDS) 


FY  1991 

FY  1992 

FY  1993 

FY  1994 

FY  1994 

FY  1995 

OBJECT  CLASS: 

Actual 

Actual 

Actual 

Appropriated 

Availability 

Request 

Compensation 

$6,277 

$7,522 

$6,129 

$6,329 

$6,329 

$6,440 

Benefits 

999 

1,247 

1,098 

1,090 

1.090 

1,161 

Travel 

606 

640 

417 

321 

321 

350 

Transportation 

15 

- 

7 

10 

10 

10 

Rents  &  Communication 

1 

- 

100 

- 

- 

- 

Printing 

4 

12 

3 

6 

6 

7 

Other  Services 

277 

373 

376 

180 

180 

413 

Supplies 

45 

46 

23 

20 

20 

26 

Equipment 

299 

100 

45 

6 

6 

45 

Subtotal 

$8,523 

$9,940 

$8,198 

$7,962 

$7,962 

$8,452 

Non-Credit  Initiatives 

- 

- 

- 

- 

- 

- 

Total 

$8,523 

$9,940 

$8,198 

$7,962 

$7,962 

$8,452 

FTE 

132.1 

1434 

1087 

104.0 

104.0 

104.0 
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FY  1995  CONGRESSIONAL  SUBMISSION 

SALARIES  AND  EXPENSES 

[INCLUDING  TRANSFER  OF  FUNDS) 


For  necessary  expenses,  not  otherwise  provided  for,  of 
the  Small  Business  Administration  as  authorized  by 
Public  Law  101-574,  including  hire  of  passenger  motor 
vehicles  as  authorized  by  31  U.S.C.  1343  and  1344,  and 
not  to  exceed  $3,500  for  official  reception  and 
representation  expenses,  $216,153,000  of  which 
$67,000,000  shall  be  available  for  grants  for  performance 
in  fiscal  year  1995  or  fiscal  year  1996  for  Small  Business 
Development  Centers  as  authorized  by  section  21  of  the 
Small  Business  Act,  as  amended;  Provided  that  not  more 
than  $500,000  of  this  amount  shall  be  available  to  pay 
the  expenses  of  the  National  Small  Business  Development 
Center  Advisory  Board  and  to  reimburse  centers  for 
participating  in  evaluations  as  provided  in  Section  20(a) 
of  such  Act,  and  to  maintain  a  clearinghouse  as  provided 
in  Section  21(g)(2)  of  such  Act    Of  the  remaining 
$149,153,000  provided  in  this  paragraph:    $3,082,000 
shall  be  available  for  the  Service  Corps  of  Retired 
Executives  (SCORE);  $16,250,000  shall  be  available  until 
expended  for  Microloan  Technical  Assistance.    Provided 
further,  that  the  Administrator  is  authorized  to  charge  fees 
to  cover  the  cost  of.    publications  developed  by  SBA; 
certain  loan  servicing  activities,  and  installing  and 
servicing  the  Agency's  computer  -  based  electronic 
bulletin  board.   The  Administrator's  further  authorized  to 
charge  fees  to  help  defray  the  cost  of  the  Small  Business 
Development  Center  Program.    Notwithstanding  31 
U.S.C.  3302,  revenues  received  from  all  such  activities 
shall  be  credited  to  this  account,  to  be  available  for 
carrying  out  these  purposes  without  further  appropriation: 
Provided  further,  that  none  of  the  funds  provided  in  this 
or  any  other  Act  may  be  used  for  the  cost  of  direct  loans 
to  any  borrower  under  Section  7(b)  of  the  Small  Business 
Act  to  relocate  voluntarily  outside  the  business  area  in 
which  the  disaster  has  occurred 

(Departments  of  Commerce,  Justice,  and  State,  the 
Judiciary,  and  Related  Agencies  Appropriations  Act, 
1994) 
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FY  1995  CONGRESSIONAL  SUBMISSION 

SALARIES  AND  EXPENSES 

NARRATIVE  STATEMENT  ON  PROGRAMS  AND  PERFORMANCE 


The  Small  Business  Administration  (SBA)  provides  assistance  to  small  businesses  and  to 
victims  of  physical  disasters.    These  efforts  are  conducted  through  the  following  activities: 

1.  Finance.  Investment  and  Procurement  -  The  Associate  Deputy  Administrator  for  this 
function  exercises  direction  over  Financial  Assistance,  Disaster  Assistance,  Investment 
Assistance,  Surety  Guarantees,  Procurement  Assistance,  and  the  Minority  Small  Business 
and  Capital  Ownership  Development  (MSB/COD).   These  offices  are  responsible  for  the 
administration  of  all  SBA  financial  assistance,  procurement  and  minority  programs. 

In  1995,  the  budget  proposes  a  number  of  new  user  fees,  consistent  with  standard 
commercial  practices,  which  will  help  recover  expenses  incurred  for  those  administrative 
actions  required  by  SBA  to  properly  maintain  and  service  its  existing  loan  portfolio, 
Roughly  $7.2  million  would  be  generated  from  these  fees. 

The  Disaster  Assistance,  program  is  proposed  to  be  reformed  by  reducing  subsidies  by 
increasing  the  interest  rate  on  disaster  loans  to  the  Treasury's  cost  of  borrowing  plus  one 
point. 

The  Procurement  Assistance  activities  are  aimed  at  assuring  that  small  business  receives  a 
fair  share  of  Government  procurements.   In  addition,  SBA  maintains  a  Procurement 
Automated  Source  System,  which  is  used  by  Federal  agencies  and  prime  contractors  to 
identify  small  businesses  for  contract  opportunities. 

The  Minority  Small  Business  and  Capital  Ownership  Development  activity  provides 
assistance  to  minority  small  business  concerns  -  primarily  in  the  area  of  Federal 
procurement  -  and  evaluates  overall  Agency  performance  in  promoting  minority  business 
development.  The  business  development  program  assists  in  the  establishment  or  expansion 
of  firms  that  are  owned  by  minority  or  other  disadvantaged  business  persons  and  that  have 
the  potential  to  develop  into  viable  competitive  businesses  in  a  reasonable  period  of  time. 

2.  Business  Development  -  The  Associate  Deputy  Administrator  for  this  function  exercises 
direction  over  Business  Initiatives,  Education  and  Training,  Veterans  Affairs,  Women's 
Business  Ownership,  International  Trade,  and  Small  Business  Development  Centers. 
These  offices  are  responsible  for  effective  management  and  operational  efficiency  in 
assuring  mat  specialized  attention  and  proper  emphasis  to  the  emergent  need  of  the  small 
business  community  are  represented.   The  SCORE  and  SBDC  programs  are  administered 
through  this  activity. 
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In  1995,  the  budget  proposes  a  number  of  initiatives  to  continue  to  provide  management 
training  and  tools  for  the  small  business  community     These  initiatives  include  Business 
Information  Centers  (BICs),  Export  Assistance  Centers  and  the  Empowerment  Zone 
Project.    In  addition,  three  new  user  fees  are  proposed  to  help  recover  the  administrative 
expenses  of  some  of  these  activities.    Approximately,  $17  million  would  be  generated  in 
1995  imposing  a  $15  per  hour  fee  on  individuals  obtaining  assistance  from  SBDCs 
Another  $2.2  million  would  be  raised  through  the  imposition  of  fees  for  SBA's 
publications  and  computer-based  electronic  bulletin  board 

3.    Advocacy  -  This  office  is  responsible  for  the  development  and  implementation  of  a  Small 
Business  Administration  Advocacy  program    Activities  include  the  representation  of 
small  business  interests,  the  analysis  of  the  effects  of  federal  laws  and  regulation  on  small 
business,  the  development  and  utilization  of  a  small  business  data  base  to  aid  in  this 
analysis  and  liaison  with  small  business  and  small  business  organizations  and  the  public 

CONSULTING  SERVICES: 

The  Salaries  and  Expenses  appropriation  of  the  Small  Business  Administration  is  used  to 
finance  those  "consulting  services"  required  by  the  Agency     We  have  identified  specific 
contracting  activity  conducted  by  the  SBA  that  falls  within  the  definition  of  "consulting 
services"  in  OMB  Circular  A- 120.    Included  in  this  category  are  monies  requested  for 
Advocacy  research  contracts,  Finance  and  Investment  portfolio  studies,  and  miscellaneous 
Agency  Reform  "88  Initiatives  continued  into  FY  1995.   These  services  are  needed  to 
supplement  Agency  efforts  in  these  areas  to  comply  with  Administration  mandated  initiatives. 
In  FY  1995,  we  estimate  that  approximately  $1,500,000  will  be  expended  for  these  services. 

Our  Office  of  Inspector  General  has  evaluated  the  use  of  consulting  services  within  the  SBA 
and  prepared  their  conclusions,  as  required  by  Section  1 1 14  of  Title  31  of  the  U.S.  Code 
These  will  be  forwarded  to  the  Appropriations  and  Small  Business  Committee  Chairmen 
under  separate  cover. 
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FY  1995  CONGRESSIONAL  SUBMISSION 
OFFICE  OF  INSPECTOR  GENERAL 

For  necessary  expenses  of  the  Office  of  Inspector 
General  in  carrying  out  the  provisions  of  the 
Inspector  General  Act  of  1978,  as  amended,  (5 
U.S.C.  Appropriation  1-11  as  amended  by  Public 
Law  100-504),  $8,452,000. 

(Departments  of  Commerce,  Justice  and  State,  the 
Judiciary,  and  Related  Agencies  Appropriations 
Act,  1994) 
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FY  1995  CONGRESSIONAL  SUBMISSION 
BUSINESS  LOANS  PROGRAM  ACCOUNT 


For  [the  cost  of  direct  loans  $16,946,000,  and  for] 
the  cost  of  guaranteed  loans,  [$196,041,000] 
$348,067,000.  as  authorized  by  15  U.S.C.  631 
note:  of  which  S30,000,000  shall  be  used  to  pre- 
pay the  Federal  Financing  Bank  for  debentures 
guaranteed  by  the  Administration  pursuant  to 
section  503  of  the  Small  Business  Investment  A  ct: 
Provided,  That  such  costs,  including  the  cost  of 
modifying  such  loans,  shall  be  as  defined  in 
section  502  of  the  Congressional  Budget  Act  of 
1974 

In  addition,  for  administrative  expenses  to  carry 
out  [the  direct  and]  guaranteed  loan  programs, 
[$94,737,000]  $97,484,000,  which  may  be 
transferred  to  and  merged  with  the  appropriations 
for  Salaries  and  Expenses.    (Departments  of 
Commerce,  Justice,  and  State,  the  Judiciary,  and 
Related  Agencies  Appropriations  A  ct,  1994.) 
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1995  CONGRESSIONAL  SUBMISSION 
BUSINESS  LOAN  PROGRAM  ACCOUNT 


Summary  of  Direct  Loan  Levels,  Subsidy  Rates,  Subsidy  BA  and  Outlays  by  Program 

(in  thousands  of  dollars) 


1993 

1994 

1995 

73-1154-0-1-376 

Actual 

Estimate 

Estimate 

Direct  loan  levels  supportable  by  subsidy  budget  authority: 

11  50 

Handicapped  Assistance 

11.571 

9.553 

0 

11.50 

Economic  Opportunity 

8.878 

8.502 

0 

11.30 

Section  8(a) 

4.680 

4.989 

0 

11  50 

Veterans  Assistance 

16.043 

12.000 

0 

11  50 

MESB1C 

12.356 

15.000 

0 

1150 
11.59 

Micro  Loan  Program 
Total  Direct  Loan  Levels 

22.405 

86.574 

0 

75.933 

136.618 

0 

Direct  loan  subsidy  rates  (in  percent): 

13.20 

Handicapped  Assistance 

25.71 

3404 

0 

13.20 

Economic  Opportunity 

17.83 

21.89 

0 

13.20 

Section  8(a) 

17.87 

13.29 

0 

13.20 

Veterans  Assistance 

17.87 

25.05 

0 

13.20 

MESBIC 

38.06 

3164 

0 

1320 
13.29 

Micro  Loan  Program 
Weighted  average  subsidy  rate 

15  95 

1015 

0 

21.78 

16.33 

0 

Direct  loan  subsidy  budget  authority: 

13.30 

Handicapped  Assistance 

2.975 

3.252 

0 

13.30 

Economic  Opportunity 

1.583 

1.861 

0 

13.30 

Section  8(a) 

836 

663 

0 

13.30 

Veterans  Assistance 

2.867 

3.006 

0 

1    "M 

MESBIC 

4.703 

4.746 

0 

13J0 
13.39 

Micro  Loan  Program 
Total  subsidy  BA 

3.574 

3.418 

0 

16.538 

16.946 

0 

Direct  loan  subsidy  outlay: 

13.40 

Handicapped  Assistance 

3000 

3.113 

1.626 

13.40 

Economic  Opportunity 

2.997 

1.550 

837 

13.40 

Section  8(a) 

1.037 

675 

298 

13.40 

Veterans  Assistance 

3.560 

2.643 

1.353 

13.40 

MESBIC 

4.703 

4.746 

0 

13.40 
13.49 

Micro  Loan  Program 
Total  Subsidy  Outlays 

7.674 

4.523 

684 

23,171 

17,250 

4,798 
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1995  CONGRESSIONAL  SUBMISSION 

BUSINESS  LOAN  PROGRAM  ACCOUNT 

Summary  of  Guaranteed  Loan  Levels,  Subsidy  Rates,  Subsidy  BA,  and  Outlays  by  Program 

(in  thousands  of  dollars) 


73-1154-0-1-376 

1993    Actual 

1994     Estimate 

1995    Esumatc 

Gty  loan  levels  supportable  by  subsidy  budget  authority: 

21.50 

Section  7(a) 

6,409,913 

8.788,389 

8,994.959 

1/ 

21.50 

Section  502  Development  Co. 

38,277 

40.000 

50  J 16 

21.50 

Section  504  Development  Co. 

813.846 

1.000.000 

2.078.571 

2/ 

21.50 

Small  Business  Investment  Co. 

63.350 

100.000 

165.210 

2/ 

21.50 

Participating  Securities 

207.833 

500.000 

21.50 

MESB1C 

11.030 

17.868 

65.046 

2/ 

21.50 
21  59 

Micro  Loans 

Total  Guaranteed  Loan  Levels 

65.016 

2, 

7.336.416 

10.154.090 

11.919.118 

Guaranteed  loan  subsidy  rates  (In  percent): 

23.20 

SecOon  7(a) 

5.21 

2  15 

2.73 

3i 

23.20 

Section  502  Development  Co. 

5.58 

1.60 

1  58 

23.20 

Section  504  Development  Co. 

54 

51 

56 

3, 

23.20 

Small  Business  Investment  Co. 

15.40 

16.25 

15.99 

3/ 

23.20 

Participating  Securities 

900 

899 

23.20 

MESBIC 

2888 

29  92 

29.59 

3. 

23.20 
23.29 

Micro  Loans 
Weighted  average  subsidy  rate 

12.16 

3/ 

4.82 

2.35 

2.99 

Guaranteed  loan  subsidy  buden  authority: 

23.30 

Section  7(a) 

333,956 

150.000 

245.562 

1/ 

23.30 

Section  502  Development  Co. 

2.136 

640 

795 

23.30 

Section  504  Development  Co. 

4.395 

5.100 

11.640 

V 

23.30 

Small  Business  Investment  Co. 

9.756 

16.250 

26.417 

2/ 

23.30 

Participating  Securities 

18.705 

44.950 

23.30 

MESBIC 

3.185 

5.346 

19.247 

V 

23.30 
23.39 

Micro  Loans 
Total  Subsidy  BA 

7.906 

1/ 

353.428 

196.041 

356,517 

Goruranceri  loan  subsidy  outlay: 

23.40 

Section  7(a) 

298.353 

229.042 

2I6J01 

23.40 

Section  502  Development  Co. 

1.765 

1.015 

744 

1 

23.40 

Section  504  Development  Co. 

2.625 

3.930 

6.119 

23.40 

Small  Business  Investment  Co. 

8.916 

13.489 

22.046 

23  40 

Participating  Securities 

12.158 

34.829 

23  40 

MESBIC 

3.077 

4.431 

14.114 

23.40 
23.49 

Micro  Loans 
Total  Subsidy  Outlays 

5,139 

314.736 

264.065 

299 ,292 

1/  Includes  antic 

ipated  carryover  and  empowerment  zone  lending. 

2/  Includes  empowerment  zone  lending. 

3/  Weighted  average  between  the  regular  SBA  Lending  Program  and  the  Empowerment  Zone  Lending 

Note:   Chart  does  not  include  S30  million  Section  503  prepayment  at  100%  subsidy  rate  in  FY  1995. 


Program. 
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FY  1995  CONGRESSIONAL  SUBMISSION 

BUSINESS  LOANS  PROGRAM  ACCOUNT 

NARRATIVE  STATEMENT  ON  PROGRAM  AND  PERFORMANCE 

General  Business  Assistance  -  The  Small  Business  Administration  (SBA)  guarantees  loans  to 
small  businesses  that  are  unable  to  obtain  private  financing.    These  loans  must  be  of  such 
value  or  so  secured  as  to  reasonably  assure  repayment.    No  loan  may  be  made  unless  the 
financial  assistance  is  not  otherwise  available  on  reasonable  terms     Under  the  guaranty  plan, 
the  SBA  agrees  to  purchase  the  guaranteed  portion  of  the  loan  only  upon  default     The  SBA's 
share  of  loans  guaranteed  by  private  lenders  averages  about  77  percent     In  addition  to 
providing  financial  assistance  to  the  general  business  community,  particular  emphasis  is  given 
to  the  following  groups: 

Businesses  owned  by  socially  and  economically  disadvantaged  individuals; 

Businesses  that  employ  or  are  owned  by  handicapped  individuals; 

Small  business  concerns  located  in  urban  or  rural  areas  with  high  proportions  of 
unemployed  or  low-income  individuals  or  owned  by  low-income  individuals;  and 

Small  business  concerns  owned  and  operated  by  veterans,  especially  Vietnam-era  veterans. 

Investment  Company  Assistance.  -  A  primary  function  of  small  business  investment 
companies  is  to  provide  a  source  of  equity  capital  or  long-term  loans  to  new  or  expanding 
small  businesses.   The  Small  Business  Investment  Act,  as  amended,  authorizes  the  SBA  to 
purchase  or  to  guarantee  the  timely  payment  of  all  principal  and  interest,  as  scheduled,  on 
debentures  issued  by  such  companies.    In  addition,  starting  in  1994  the  SBA  will  guarantee 
the  performance  of  participating  securities  issued  by  these  companies.   The  guarantee 
authority  requested  under  the  Minority  Investment  Companies  Program  is  expected  to  fully 
meet  demand  for  the  program. 

Development  Company  Assistance.  -  Under  the  Small  Business  Investment  Act,  the  SBA 
makes  loans  through  State  and  local  development  companies  to  small  businesses.    Through    . 
these  programs,  the  SBA  promotes  economic  development  and  job  creation  and  maintenance 
by  stimulating  the  flow  of  long-term  financing  to  small  business  concerns  for  projects  that 
involve  fixed  assets.    These  projects  are  designed  to  create  or  retain  a  meaningful  number  of 
jobs  in  the  communities  affected,  with  specific  emphasis  on  distressed  areas. 

1995  Proposal-  This  request  proposes  to  provide  for  the  prepayment  of  section  503  loans  with 
a  penalty  equal  to  what  it  would  be  under  the  section  504  formula,  with  the  SBA  making  up 
the  difference  to  the  Federal  Financing  Bank.    In  addition,  this  request  proposes  to  fund  a 
guaranteed  micro  loan  program  in  place  of  the  direct  micro  loan  program.    The 
Administration  is  transmitting,  separately,  authorizing  legislation  to  accomplish  this  program 
conversion. 
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SMALL  BUSINESS  ADMINISTRATION 

FY  1995  CONGRESSIONAL  SUBMISSION 

SBIC  BANKRUPTCY  PROVISION 


None  of  the  funds  provided  by  this  Act  for  the 
Small  Business  Administration  may  be  used  to 
guarantee  any  participating  securities  authorized 
by  Public  Law  102-366  until  legislation  has  been 
enacted  which  directly  or  indirectly  prohibits  the 
filing  of  a  petition  under  the  Bankruptcy  Code  by 
a  small  business  investment  company  liscensed 
under  subsection  (c)  or  (d)  of  section  301  of  the 
Small  Business  Investment  Act  of  1958  or 
regulations  implemented  to  reduce  risks  to  the 
Small  Business  Administration  from  companies 
liscensed  under  section  (c)  or  (d)  of  section  301  of 
the  Small  Business  Investment  Act  of  1958. 
(Departments  of  Commerce.  Justice,  and  State,  the 
Judiciary  and  Related  Agencies  Appropriations 
Act,  1994.) 
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FY  1995  CONGRESSIONAL  SUBMISSION 
DISASTER  LOANS  PROGRAM  ACCOUNT 


For  the  cost  of  direct  loans  authorized  by  Section 
7(b)  of  the  Small  Business  Act,  as  amended, 
$52,153,000,  to  remain  available  until  expended: 
Provided,  That  such  costs,  including  the  cost  of 
modifying  such  loans,  shall  be  as  defined  in 
section  502  of  the  Congressional  Budget  A  ct  of 
1974. 

[For]  In  addition,  for  administrative  expenses  to 
carry  out  the  direct  loan  program,  [$76,101,000] 
$78,308,000,  which  may  be  transferred  to  and 
merged  with  the  appropriations  for  Salaries  and 
Expenses. 

[In  addition,  for  the  cost  of  emergency  disaster 
loans  and  associated  administrative  expenses, 
$140,000,000,  to  remain  available  until  expended: 
Provided,  That  these  funds,  or  any  portion  thereof, 
shall  be  available  beginning  in  fiscal  year  1994  to 
the  extent  that  the  President  notifies  the  Congress 
of  his  designation  of  any  or  all  of  these  amounts 
as  emergency  requirements  under  the  Budget 
Enforcement  Act  of  1990:  Provided  further,  That 
Congress  hereby  designates  these  amounts  as 
emergency  requirements  pursuant  to  section 
251(b)(2)(D)] 

In  addition,  notwithstanding  any  other  provision  of 
law,  for  fiscal  year  1995  end  each  year  thereafter 
the  interest  rate  on  the  Federal  share  of  any  loan 
made  under  section  7(b)  of  the  Small  Business 
Act,  as  amended  due  to  a  disaster  commencing  on 
or  after  October  1,  1994,  shall  be  equal  to  a  rate 
determined  quarterly  by  the  Secretary  of  the 
Treasury  taking  into  consideration  the  current 
market  yield  on  outstanding  marketable 
obligations  of  the  United  States  with  remaining 
periods  to  maturity  comparable  to  the  average 
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maturities  of  such  loans,  adjusting  such  yield  to 
the  nearest  one-eighth  of  I  percent,  and  adding  an 
additional  1  percent.    (Departments  of  Commerce, 
Justice,  and  State,  the  Judiciary,  and  Related 
Agencies  Appropriations  Act,  1994.) 


863 


U.S.  SMALL  BUSINESS  ADMINISTRATION 


168 


FY  1995  CONGRESSIONAL  SUBMISSION 
DISASTER  LOANS  PROGRAM  ACCOUNT 

Summary  of  Loan  Levels,  Subsidy  Budget  Authority  and  Oudays  (in  thousands  of  dollars) 


1993 

1994 

1995 

73-1152-0-1-453 

Actual 

Estimate 

Estimate 

Direct  loan  levels  supportable  by  subsidy  budget 

authority 

11.59 

Total  direct  loan  levels 
Direct  loan  subsidy: 

1,418,566 

817,043 

411,627 

13.29 

Direct  loan  subsidy  rate 

20.58 

22.99 

12.67 

13.39 

Total  subsidy  budget  authority 

291,941 

187,838 

52,153 

13.49 

Total  subsidy  outlays 

312,340 

237,221 

130,406 
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1995  CONGRESSIONAL  SUBMISSION 

DISASTER  LOANS  PROGRAM  ACCOUNT 

NARRATIVE  STATEMENT  ON  PROGRAM  AND  PERFORMANCE 


Physical  Disaster  Loans  -  Under  this  program,  loans  are  made  to  individuals  and  businesses  at 
favorable  terms  and  conditions  for  uninsured  losses  of  property,  both  real  and  personal, 
damaged  by  natural  disasters  such  as  tornadoes,  floods,  hurricanes,  etc.   On  average,  SBA 
makes  about  $412  million  in  new  loan  obligations  each  year.   During  1993,  however,  there 
was  an  unusually  high  demand  for  these  loans  as  a  result  of  the  Midwest  floods. 

The  budget  proposes  that  starting  in  fiscal  year  199S,  to  reduce  the  deep  subsidy  in  this 
program,  the  interest  rate  is  proposed  to  be  increased  to  the  Treasury  cost  of  borrowing,  plus 
one  point. 
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FY  1995  CONGRESSIONAL  SUBMISSION 
POLLUTION  CONTROL  EQUIPMENT  LIQUn>ATING  ACCOUNT 


Public  Law  94-305,  approved  June  4,  1976,  established  this  fund  to  alleviate  the  adverse 
impact  of  pollution  regulations  on  small  businesses.    As  a  result  of  the  elimination  of  tax 
exempt  financing  associated  with  the  Pollution  Control  Guaranteed  program,  no  new  activity 
is  anticipated  for  this  program. 

During  FY  1992,  the  Small  Business  Administration  started  the  process  of  redeeming  a  large 
number  of  outstanding  bonds  on  which  it  has  taken  over  loan  payments.    Most  of  these 
targeted  bonds  are  ten  years  old  and  voluntary  redemption  is  now  viable  under  the  bond 
documents.   Redemption  of  these  obligations  would  preclude  the  SBA  from  paying  excessive 
interest  over  the  next  ten  years. 
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FY  1995  CONGRESSIONAL  SUBMISSION 
SURETY  BOND  GUARANTEES  REVOLVING  FUND 


For  additional  capital  for  the  "Surety  Bond  Guarantees 
Revolving  Fund",  authorized  by  the  Small  Business 
Investment  Act,  as  amended,  [$7,000,000]  $5,369,000  to 
remain  available  without  fiscal  year  limitation  as 
authorized  by  15  U.S.C.  631  note. 

(Departments  of  Commerce,  Justice,  and  State,  the 
Judiciary,  and  Related  Agencies  Appropriations  Act, 
1994). 
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US   SMALL  BUSINESS  ADMINISTRATION 122 

FY  1995  CONGRESSIONAL  SUBMISSION 
SURETY  BOND  GUARANTEES  REVOLVING  FUND 


Uhder  this  program,  the  Small  Business  Administration  guarantees  a  portion  of  the  losses 
sustained  by  a  surety  company  as  a  result  of  the  issuance  of  a  bid,  payment,  and/or 
performance  bond  to  a  small  business  concern. 

In  1995,  the  budget  proposes  a  program  level  anticipated  to  accommodate  expected  demand 
from  the  new  preferred  surety  bond  program  authorized  in  PL.  100-590. 
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US   SMALL  BUSINESS  ADMINISTRATION 173 

FY  1995  CONGRESSIONAL  SUBMISSION 

SALARIES  AND  EXPENSES 

BUSINESS  ASSISTANCE  TRUST  FUND 

This  fund  is  used  for  the  receipt  of  monetary  gifts  and  expenditures  by  the  Agency  in 
conjunction  with  the  Business  Development  program  and  Section  8(a)  activities 
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Mr.  MOLLOHAN.  So  welcome  again,  and  if  you  would  proceed  with 
your  oral  statement,  your  written  statement  will  be  made  a  part 
of  the  record. 

Mr.  Bowles.  Thank  you,  sir. 

I  should  say  the  only  thing  that  Congressman  Price  left  out  was 
that  I  was  so  successful  in  managing  my  father's  campaign  for  gov- 
ernor that  he  was  the  first  Democrat  to  lose  since  Reconstruction. 

Mr.  Taylor.  I  would  say  that  it  was  a  peculiar  time.  I  knew  his 
father  well,  served  in  the  legislature  with  him  and  he  was  an  excel- 
lent candidate. 

Mr.  Bowles.  Thank  you,  sir. 

Mr.  Taylor.  He  could  not  help  the  national  landslide  that  was 
occurring  due  to  other  nominees. 

Mr.  Mollohan.  Well,  since  we  all  have  something  in  common 
then,  go  ahead  and  proceed. 

General  Statement 

Mr.  Bowles.  Let  me  just  talk  briefly  about  what  we  have  accom- 
plished in  our  first  nine  months.  I  do  think  we  have  done  a  lot. 
First,  in  assembling  a  team  to  completely  reorganize  and  rededi- 
cate  the  SBA  toward  our  one  goal,  and  that  is — serving  the  small 
business  community  and  doing  it  in  a  much  more  efficient,  more 
effective,  more  user-friendly  manner. 

This  team  has  been  assembled  without  regard  to  race,  without 
regard  to  gender,  and  without  regard  to  party.  We  have  developed 
a  reorganization  plan  at  the  SBA  from  the  bottom  up  that  really 
will  allow  us  to  operate  in  a  much  more  efficient,  more  effective 
manner. 

It  does  require  us  to  shift  a  far  greater  percentage  of  our  assets 
to  the  field.  I  do  subscribe  to  the  management  philosophy  that  you 
should  put  your  assets  where  your  customers  are.  Well,  our  cus- 
tomers are  the  owners  of  small  businesses,  and  we  are  shifting  as- 
sets out  of  Washington,  out  of  our  regions,  and  into  our  districts 
so  that  we  can  deliver  far  better  customer  service. 

We  also  held  eight  town  hall  meetings  during  this  last  year 
where  we  had  a  chance  to  listen  to  our  customers.  We  met  with 
over  2,500  small  businesses.  I  met  with  over  400  bankers  where  I 
had  a  chance  to  meet  with  people  who  were  involved  with  small 
community  development,  corporations  as  well  as  major  money  cen- 
ter banks,  again,  to  get  their  input  into  how  they  believe  we  should 
revise  our  programs  so  that  they  would  work  more  efficiently  and 
more  effectively. 

I  also  met  with  over  1,000  SBA  employees,  many  of  whom  had 
never  met  with  an  administrator.  Again  the  purpose  of  these  meet- 
ings was  to  get  their  opinions  on  how  we  should  change  our  pro- 
grams. We  have  revised  our  programs  substantially  during  the  last 
year. 

First,  we  have  revised  our  program  by  taking  $180  million  of  cost 
out  of  our  7(a)  lending  program  by  reducing  the  subsidy  rate.  It  is 
our  general  lending  program.  It  is  a  program  that  historically  has 
run  out  of  money  halfway  through  the  year.  The  administrator  has 
always  had  to  come  back  to  you  and  ask  for  a  supplemental  appro- 
priation. We  have  not  had  to  do  that  this  year  because  we  have 
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properly  managed  this  portfolio,  something  that  I  promised  to  do 
when  I  was  sworn  in. 

Second,  we  have  tried  to  take  a  lot  of  bureaucracy  out  of  the  pro- 
gram. Mr.  Chairman,  this  is  an  application  for  an  $18,000  loan 
from  the  SBA  in  San  Antonio,  Texas.  At  least  I  should  say  it  was 
the  application.  This  is  the  new  application.  You  can  take  the  bu- 
reaucracy out  of  the  government  if  you  are  simply  willing  to  work 
at  it. 

We  also  took  a  look  at  some  of  our  other  programs. 

Mr.  Smith.  Mr.  Director,  how  are  you? 

Mr.  BOWLES.  I  am  doing  fine.  Thank  you,  sir. 

We  have  a  working  capital  line  of  credit  program  which  simply 
was  not  used.  It  was  a  program  that  was  designed  in  the  ivory 
tower  here  in  Washington  with  no  input  from  the  private  sector. 

We  did  reach  out  to  the  private  sector.  Again,  we  met  with  a 
number  of  large  and  small  banking  institutions.  We  have  rede- 
signed this  program  and  we  truly  believe  it  will,  in  its  current 
state,  now  serve  the  small  business  populace. 

We  did  the  same  thing  with  our  export  revolving  line  of  credit 
program,  our  SBIC  program,  and  our  8  (a)  program.  I  think  we 
have  laid  the  plans  to  accomplish  much  more.  We  have  established 
real  goals,  real  objectives,  real  time  lines  within  which  to  achieve 
these  goals  and  we  do  have  buy-in  from  our  districts,  our  regions 
and  our  central  office. 

This  action  plan  is  built  around  initiatives.  These  initiatives  cen- 
ter on  some  loan  servicing  centers.  They  center  around  developing 
some  export  assistance  centers,  One-stop  Capital  Shops  in  our 
empowerment  zones  and  enterprise  communities,  redesigning  the 
SBIC  security,  and  also  reinventing  the  8(a)  program  so  that  it  fo- 
cuses not  just  on  contracts,  but  on  business  development  and  great- 
er access  to  capital. 

In  highlighting  some  of  the  other  aspects  of  our  budget  request, 
in  the  area  of  salaries  and  expenses,  we  have  requested  $11.4  mil- 
lion less  in  1995  than  we  had  in  1994.  Our  authorized  full-time 
equivalents  in  1995  is  only  3,741  versus  the  authorized  level  of 
3,814  in  1994. 

However,  the  authorized  level  is  really  pretty  meaningless.  The 
reason  is  that  we  are  only  able  to  fund  3,689  people  today,  though 
we  have  an  authorized  level  of  3,814.  That  is  because  we  have  had 
to  absorb  $5.1  million  in  1994  for  locality  pay.  We  will  have  that 
same  problem  again  next  year  when  we  will  have  to  absorb  $6.8 
million  and  will  only  be  able  to  fund  3,616  or  125  less  than  the 
3,741  we  are  authorized. 

In  the  SBDC  program,  I  think  for  the  first  time,  I  have  requested 
funding  in  our  budget  for  this.  I  think  I  am  one  of  the  first  admin- 
istrators ever  to  do  that,  and  we  have  requested  $67  million  for  the 
SBDC  program.  We  have  not  requested  any  funding  for  the  SBI 
program  or  for  the  tree  planting  program.  We  have  requested  fund- 
ing for  the  Surety  Bond  Program,  but  we  requested  less  funding  in 
1995  than  requested  in  1994.  In  order  to  do  this,  we  are  converting 
the  program  to  a  preferred  program  which  currently  makes  up 
about  22  percent  of  our  portfolio. 

Under  this  approach,  we  will  no  longer  have  to  underwrite  bond 
approvals,  process  claims  or  recoveries,  and  we  will  be  able  to  re- 
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duce  administrative  costs.  It  will  result  in  faster  approval  for  con- 
tractors and  faster  claim  payments. 

We  have  requested  new  fees — $26.4  million  of  fees.  In  the  ab- 
sence of  these  fees,  we  would  have  had  to  ask  for  higher  appropria- 
tions. These  fees  relate  to  our  SBDC  program,  our  SB  A  publica- 
tions, loan  modifications  and  the  use  of  our  electronic  bulletin 
board.  I  would  be  happy  to  discuss  any  of  those  that  you  would 
like. 

For  our  business  loan  programs,  we  have  requested  $318.1  mil- 
lion to  fund  $10.5  billion  worth  of  programs.  We  expect  to  have  7(a) 
carryover  authority  of  approximately  $38.5  million  that  will  fund 
$1.5  billion,  for  a  total  of  $11.9  billion  of  funding  in  1995.  This  is 
compared  to  only  $8.4  billion  in  1993  and  $7.4  billion  in  1993. 

We  have  not  asked  for  any  direct  loan  authority  this  year.  The 
reason  for  that  is  very  simple.  I  can  take  the  $13.5  million  avail- 
able this  year  in  direct  loan  funding  authority  excluding  micro 
loans  under  a  guarantee  program,  I  can  fund  a  $496  million  pro- 
gram level  as  opposed  to  only  $50  million  of  programs  under  the 
direct  loan  program. 

Our  staff  tells  me  that  few,  if  any,  loans  that  we  made  on  a  di- 
rect basis  last  year  would  not  have  been  made  under  a  guarantee 
basis.  So  it  gives  the  taxpayers  far  more  bang  for  their  buck  and 
puts  far  more  dollars  out  to  the  small  business  community,  the  peo- 
ple we  are  trying  to  serve. 

Under  our  disaster  program,  the  disaster  we  are  currently  facing 
in  California  is  absolutely  enormous.  It  is  hard  to  describe  or  to 
give  you  a  feel  for  it.  In  the  first  15  days  of  the  California  disaster, 
we  had  over  242,000  interviews  versus  only  18,000  interviews  in 
the  first  15  days  of  Hurricane  Andrew.  We  have  shortened  our 
forms  and  made  the  process  much  easier  to  deal  with,  but  that 
does  not  account  for  the  total  number  of  the  differential  between 
the  applications  we  have  received  in  the  first  15  days  of  this  disas- 
ter versus  the  first  15  days  of  last  year's  disaster. 

We  received  over  19,000  applications  in  the  first  15  days  of  this 
disaster  versus  599  in  the  first  15  days  of  the  Andrew  disaster.  To 
date  we  have  over  2,300  people  on  the  ground  in  California  and  we 
have  had  over  334,000  interviews  and  received  almost  70,000  appli- 
cations. 

The  last  item  in  our  budget  that  I  would  like  to  mention  is  the 
change  we  are  recommending  in  the  503  prepayment  penalty.  Our 
budget  request  includes  $30  million  to  offset  what  we  believe  is  an 
onerous  prepayment  penalty  contained  in  the  503  loan  program. 
The  $30  million  appropriation  would  be  used  to  pay  Treasury  the 
differential  between  the  503  prepayment  penalty  and  the  504  pre- 
payment penalty. 

In  conclusion,  we  are  requesting  appropriations  of  $806  million. 
As  you  said  in  your  opening  comments,  that  is  $8  million  more 
than  we  received  in  1994.  However,  it  is  $402  million  less  than  we 
received  in  1993,  and  this  is  while  our  business  credit  programs 
have  grown  from  $7.4  billion  to  $11.9  billion. 

Thank  you,  sir. 

[The  prepared  statement  and  biological  sketch  of  administrator 
Bowles  follows:] 
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Mr.  Chairman  and  distinguished  members  of  this  Committee,  it 
is  again  a  pleasure  for  me  to  appear  before  you.  I  believe  that  we 
are  embarking  on  a  very  exciting  period  for  small  business,  and  I 
appreciate  this  opportunity  to  appear  before  you  to  discuss  some  of 
the  Administration  '.s  plans  for  the  U.S.  Small  Business 
Administration  (SBA)  over  the  next  few  years.  The  President  and 
I  are  committed  to  making  great  things  happen  for  small  businesses 
in  our  Country. 

This  Administration  recognizes  that  small  businesses  are  an 
important  part  of  tiie  overall  effort  to  create  and  sustain  a 
pattern  of  steady  domestic  economic  growth  and  job  creation.  The 
President  is  firmly  committed  to  helping  small  businesses  start, 
prosper  and  grow.  Tt  is  our  goal  to  ensure  that  small  businesses 
have  the  Federal  assistance  they  need  to  play  their  part  in 
sustaining  the  economic  recovery.  I  am  working  side-by-side  with 
the  President  to  develop  the  SBA  programs  and  plans  to  make  this 
goal  of  sustained  economic  growth  a  reality  during  this 
Administration.  Over,  the  last  year  I  traveled  across  the  Country 
talking  to  over  2,500  small  business  owners  and  400  small  business 
lenders  at  town  hall  meetings  in  Atlanta,  Cleveland,  Des  Moines, 
Hartford,  Houston,  Los  Angeles  and  Portland.  The  President  and  I 
wanted  to  know  what  it  is  that  the  Federal  Government  can  do  — 
what  programs  and  services  can  we  refine  or  develop  —  to  help 
these  businesses  survive,  grow  and  prosper.  We  know  that  it  is  the 
products  and  services  that  small  businesses  create,  along  with  the 
employment  that  activity  implies,  which  are  critical  to  the 
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Nation's  economic  health.  As  you  might  expect,  over  and  over  again 
I  heard  that  small  businesses  lack  access  to  capital  to  meet  their 
basic  business  needs,  whether  that  need  involves  commercializing  an 
idea,  purchasing  inventory  and  eguipment,  or  meeting  a  payroll. 
This  was  particularly  true  for  those  small  businesses  located  in 
inner  cities  and  poor  rural  communities,  and  those  owned  by 
minorities  and  women  who  need  loans  for  amounts  less  than  $200,000. 

Without  that  all-important  capital,  many  businesses  cannot 
survive;  and  clearly  without  capital,  small  businesses  cannot  grow 
and  cannot  create  jobs  —  it's  as  simple  as  that.  And  without 
these  businesses  we  will  not  have  a  sustained  and  widespread 
economic  recovery.  It  is  therefore  vitally  important  that  we,  the 
Administration  and  the  Congress,  work  together  to  ensure  this 
critical  need  is  met  through  full  funding  of  the  7(a)  and  other  SBA 
loan  programs  and  that  these  programs  continue  to  be  authorized 
under  the  Small  Business  Act  at  sufficient  levels  in  FY  1995  and 
beyond.  As  you  know,  the  current  authorization  for  our 
appropriations  in  Section  20  of  the  Small  Business  Act  will  expire 
at  the  end  of  FY  1994.  In  addition,  SBA's  authority  to  enter  into 
cosponsorships  with  the  private  sector  and  our  authority  for  the 
Preferred  Sureties  program  will  also  expire  at  the  end  of  FY  1994. 
This  reauthorization  and  other  legislative  actions  will  be 
forwarded  to  the  Congress  shortly  as  part  of  our  FY  1995 
Legislative  Package. 
• 
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The  FY  1995  budget  request  for  the  SBA  that  has  been  sent  to 
you  by  the  President  recommends  $11.9  billion  in  business  lending 
for  small  businesses,  including  $9.0  billion  in  7(a)  lending,  $2.1 
billion  in  Development  Company  lending,  $730  million  in  Small 
Business  Investment  Company  lending  and  $65  million  in  Microloan 
lending.  The  $9.0  billion  for  7(a)  lending  is  comprised  of  an  FY 
1995  request  for  $7.5  billion  plus  $1.5  billion  that  we  project  to 
be  carried  forward  from  FY  1994.  Also  included  in  this  request  is 
$1.8  billion  in  new  surety  bond  guarantees,  and  $412  million  for 
disaster  lending. 

REINVENTING /STREAMLINING  THE  SBA 

Having  spent  the  vast  majority  of  my  career  in  the  private 
sector  as  a  businessman,  I  understand  the  value  of  knowing  your 
customers  and  their  needs.  But  it  is  equally  important  to  have  the 
resources,  programs,  and  delivery  systems  to  meet  those  needs.  To 
promote  reinvention,  streamlining,  and  empowerment  at  SBA,  I 
actively  sought  ideas  and  suggestions  from  three  sources:  our 
primary  constituents,  small  businesses;  our  partners,  the  lending 
institutions;  and  SBA  employees,  who  meet  our  customers  face-to- 
face  every  day.  I  wanted  to  find  out  what  really  needs  to  be  done 
at  the  SBA  to  improve  the  way  we  deliver  services  and  programs,  and 
to  reach  out  to  those  small  businesses  that  have  in  the  past  been 
unwilling  or  unable  to  make  use  of  SBA's  services. 
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The  first  and  most  significant  thing  I  learned  was  that  we  had 
too  many  staff  dealing  with  things  other  than  our  small  business 
customers.  SBA's  organizational  structure  was  established  well 
before  the  advent  of  modern  communications  and  information 
technologies.  One  of  the  benefits  of  these  modern  systems  is  the 
way  they  support  leaner,  more  efficient  organizational  structures. 
Today's  technologies  make  it  possible  to  reduce  administrative 
overhead.  Modern  organizations  use  these  efficiencies  to 
streamline  their  organizations,  take  cost  out  of  their  structure, 
and  to  put  more  assets  in  direct  support  of  their  customers,  which 
is  exactly  what  we  want  to  do  at  SBA. 

In  reviewing  our  organization,  it  guickly  became  apparent  that 
there  was  simply  no  longer  a  pressing  need  for  ten  large  Regional 
Offices  along  with  a  large,  highly  segmented  Headguarters  staff  to 
further  oversee  and  monitor  programs.  We  had  too  many  staff 
focused  internally,  at  the  expense  of  our  customers  and  their 
business  needs. 

To  remedy  this  imbalance,  I  asked  for  advice  from  both  our 
customers  and  our  employees  as  to  how  they  felt  we  could  overhaul 
the  SBA  to  give  better  customer  service.  Our  management  team  took 
this  advice  and  developed  a  reorganization  proposal  that  would 
reduce  administrative  overhead,  take  advantage  of  current 
technologies,  and  put  more  of  our  employees  in  our  District  Offices 
dealing   directly   with   our   customers,   the   owners   of   small 
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businesses.  This  proposal  was  sent  to  you  in  late  1993.  It  is  a 
tool  that  I  urgently  need  to  bring  life  to  our  plan  for  an 
effective  SBA.  The  reorganization  proposal  includes  several 
program  initiatives  that  we  plan  to  phase-in  simultaneously  over 
the  next  several  months.  The  net  effect  of  this  reorganization 
will  be  positive  and  it  will  position  SBA  to  better  meet  the  future 
needs  of  our  small  business  customers. 

There  are  two  initiatives  that  we  will  undertake  immediately 
to  improve  the  delivery  of  programs  and  services  to  our  customers. 
First,  we  are  proposing  to  downsize  our  Headguarters  staff  by  about 
150  employees  through  a  combination  of  attrition  and  voluntary 
reassignments.  Approximately  60  employees  have  opted  for  voluntary 
re-assignments  from  Central  Office  to  our  District  Offices,  and 
about  4  5  of  these  people  are  already  in  their  new  locations,  at  the 
District  Offices  where  SBA  programs  are  delivered  to  our  customers. 

We  expect  to  achieve  the  remaining  reduction  of  90  staff  by 
the  end  of  the  fiscal  year  through  attrition  and  retirements,  with 
no  adverse  personnel  actions.  This  reduction  of  150  employees  in 
Headquarters  will  allow  us  to  turn  back  to  GSA  leased  space  for 
annual  savings  of  almost  $1.5  million.  Even  more  importantly  we 
will  have  additional  people  in  the  field  delivering  services  to  our 
customers,  the  owners  of  small  businesses. 

Certain  employment  reductions  have  also  been  mandated  as  part 
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of  the  overall  Federal  Government  downsizing  effort.  Our  FY  1995 
budget  reguest  reflects  the  Administration's  target  Full-Time 
Eguivalent  (FTE)  level  of  3,845  for  the  SBA,  which  includes  104  for 
the  Office  of  Inspector  General  (IG) .  This  is  a  reduction  of  75 
FTE's  from  our  FY  1994  authorized  ceiling  of  3,920,  which  included 
106  for  the  IG. 

Second,  we  are  proposing  to  right-size  our  current  system  of 
regional  offices  to  shift  an  additional  150  employees  from  our 
Regional  Offices  to  our  District  Offices  where,  once  again,  they 
will  take  positions  in  support  of  our  customer  service  efforts.  In 
total,  we  hope  to  have  over  210  additional  employees  working  in  our 
District  Offices  by  early  summer  if  our  regional  reorganization 
plan  is  approved.  This  influx  of  resources  should  help  bolster  our 
ability  to  deliver  our  expanding  assistance  programs  such  as  the 
7(a)  loan  program.  This  program  has  grown  by  some  120  percent 
since  FY  1991,  when  we  approved  $4.1  billion  in  loans.  Our  current 
reguest  for  7(a)  funding  will  support  $9.0  billion  in  FY  1995 
loans. 

SPECIAL  INITIATIVES 

In  addition  to  shifting  our  employee  base  in  support  of 
customer  service,  we  have  taken  a  hard  look  inward  at  how  we  manage 
and  administer  our  programs  at  the  SBA.  Over  the  past  nine  months, 
with  valuable  input  from  our  employees,  our  customers,  and  our 
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partners  at  the  lending  institutions,  we  have  developed  a  number  of 
exciting  new  initiatives  to  improve  the  way  we  deliver  our  programs 
and  services  to  our  customers.  I  firmly  believe  that  when  these 
changes  are  in  place  and  coupled  with  our  additional  field  office 
employees,  SBA  will  be  better  prepared  to  serve  the  needs  of  all 
sectors  of  the  small  business  community  in  all  parts  of  the 
Country. 

Let  me  briefly  summarize  for  you  some  of  these  initiatives. 

LOAN  SERVICING  CENTERS 

Among  Federal  agencies,  SBA  has  been  very  successful  in  its 
loan  collection  operations,  because  of  the  highly  automated  and 
centralized  approach  we  have  adopted.  This  success  has  been 
demonstrated  year  after  year  in  our  four  disaster  home  loan 
servicing  centers  in  New  York,  Georgia,  Texas,  and  California.  In 
addition,  our  business  loan  servicing  center  in  Fresno,  California 
has  also  proven  to  be  highly  effective.  To  build  on  this  proven 
efficiency,  we  plan  to  expand  our  California  business  loan 
servicing  center  and  create  an  additional  servicing  center  in 
Arkansas. 

Over  time,  these  servicing  centers  will  assume  the  routine 
servicing  and  collection  of  most  of  our  $25  billion  loan  portfolio, 
a  portfolio  that  has  grown  dramatically  over  the  past  few  years  due 
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to  the  large  increase  in  our  business  and  disaster  loan  programs. 
In  fact,  our  portfolio  was  only  about  $19  billion  at  the  end  of  FY 
1991.  This  centralization  will  improve  our  overall  operations  by 
bringing  greater  uniformity  and  lower  transaction  costs  to  more  of 
our  loan  portfolio.  with  our  Fresno  servicing  center  we  have 
experienced  a  9  percent  increase  in  the  currency  rate  of  SBA 
serviced  loans.  We  would  expect  similar  results  from  this 
expansion  effort.  Also,  this  centralization  of  loan  servicing  will 
increase  collections  to  the  Government  and  thereby  contribute  to 
lower  loan  subsidy  rates.  Finally,  through  the  economies  of  scale 
that  these  servicing  centers  create,  we  will  free  up  human 
resources  in  our  District  Offices.  We  anticipate  that  we  may  be 
able  to  reduce  portfolio  servicing  personnel  nationwide  by  about  26 
percent  over  time.  Our  employees  will  then  be  able  to  spend  more 
time  on  resolving  the  difficult  liguidation  cases  and  assisting 
loan  officers  in  delivering  SBA's  programs  to  the  local  small 
business  community. 

We  are  also  proposing  a  similar  centralization  at  the  front 
end  of  our  loan  making  operation  to  process  7(a)  loan  packages 
assembled  by  our  preferred  lenders.  Again,  we  expect  this  effort 
to  result  in  significant  process  efficiencies  and  greater  levels  of 
service  to  our  customers. 
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EXPORT  ASSISTANCE  CENTERS 


We  are  developing  several  "one-stop"  shop  concepts  to  provide 
small  businesses  information  and  services  covering  a  range  of 
Federal  programs  from  a  single  site.  In  the  International  Trade 
area,  we  are  jointly  sponsoring  four  Export  Assistance  Centers  in 
Baltimore,  Los  Angeles,  Miami,  and  Chicago  with  the  Department  of 
Commerce  and  the  Export-Import  Bank.  These  locations  were  chosen 
to  conform  to  the  geographic  concentration  of  international  trade 
businesses  and  to  be  in  close  proximity  to  state  and  local  export 
assistance  resources.  These  centers  will  offer  small  businesses  a 
wealth  of  information  and  assistance  from  the  Federal,  State,  and 
Local  levels.  We  are  working  on  plans  to  expand  the  number  of 
centers  to  fourteen  in  FY  1995.  Our  budget  request  includes  $3.2 
million  to  fund  these  fourteen  centers  in  FY  1995. 

ONE-STOP  CAPITAL  SHOPS 

We  realize  that  Federal  economic  recovery  efforts  must  also 
address  rural,  inner-city,  and  economically  depressed  areas.  Most 
of  these  areas  have  been  under  served  by  Federal  small  business 
assistance  programs  and  services.  Therefore,  we  plan  to  establish 
"One-Stop  Capital  Shops"  within  the  Empowerment  Zones  and 
Enterprise  Communities  designated  by  Secretary  Cisneros  and 
Secretary  Espy. 
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These  centers  will  supply  a  comprehensive  mix  of  Federal 
programs  and  services  that  are  necessary  to  enable  small  businesses 
to  start-up,  survive  and  grow  in  these  capital  starved  locations. 
We  will  work  closely  in  this  effort  with  our  Service  Corps  of 
Retired  Executives  (SCORE)  and  Small  Business  Development  Centers 
(SBDC)  resource  partners.  Our  Minority  Small  Business  Program, 
Small  Business  Investment  Company  Program,  Certified  Development 
Company  Program,  7(a)  Program,  Microloan  Program  and  Business 
Information  Centers  (BIC)  will  all  support  this  initiative  to 
provide  business  development,  lending,  counseling,  training  and 
technical  assistance  at  these  locations.  We  hope  to  establish  nine 
centers  by  next  year  and  our  FY  1995  budget  request  includes  $18.6 
million  to  fund  the  program  costs  of  these  centers.  Of  this  $18.6 
million,  $15.1  million  will  be  used  to  fund  $375  million  in 
financial  assistance  through  our  7(a),  Certified  Development 
Companies  (CDC) ,  Small  Business  Investment  Companies  (SBIC) ,  and 
Microloan  programs. 

SIMPLIFIED  LOAN  APPLICATION  FORMS 

Another  of  our  initiatives  is  the  recent  development  of  a 
simplified  loan  application  package  for  small  businesses  which  need 
financing  in  an  amount  less  than  $100,000.  These  loan  applications 
are  only  one  page  long,  and  focus  more  on  the  applicant's  character 
and  history  than  on  traditional  credit  criteria  such  as  collateral. 
Lenders  will  be  required  to  liquidate  any  loan  under  $50,000.   The 
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reaction  of  small  businesses  to  this  program  to  date  has  been 
overwhelmingly  positive.  Since  this  program  was  piloted  in  San 
Antonio,  Texas  in  December,  we  have  approved  147  loans  for  $7.3 
million.  The  program  has  brought  many  small  lenders  back  to  the 
small  business  market.  The  average  loan  size  to  date  has  been 
under  $50,000  and  the  average  size  of  the  business  receiving  the 
loan  is  four  employees.  18.3%  of  the  loans  have  gone  to  women,  and 
23.8%  to  minorities.  We  are  currently  reviewing  the  pilot  effort 
in  Texas,  and  hope  to  roll-out  this  program  to  the  rest  of  the 
nation  very  shortly. 

SBIC  PARTICIPATING  SECURITY 

With  respect  to  venture  capital,  we  are  finalizing  our  plans 
to  introduce  the  Small  Business  Investment  Company  Participating 
Security  program.  I  have  recently  added  to  our  management  team  an 
acknowledged  expert  in  the  field  of  investment  lending  who  will 
re  invigorate  this  program  and  manage  it  with  the  integrity  and 
attention  it  demands.  This  new  participating  security  has  been 
long  awaited  by  the  SBIC  and  small  business  communities,  because  it 
will  enhance  the  availability  of  urgently  needed  venture  capital. 
As  you  know,  most  new  small  businesses  do  not  need  current-  pay 
capital.  This  program  recognizes  that  fact  and  will  enable  SBICs 
to  provide  small  business  with  financing  structured  in  a  manner 
that  will  allow  the  small  businesses  to  get  the  capital  they  need 
and  a  chance  to  turn  a  profit  before  being  burdened  with  debt 
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repayment.  Our  FY  1995  budget  request  includes  $500  million  in 
financing  to  support  this  new  program.  We  anticipate  that  over  the 
next  three  years  between  150  and  200  SBICs  will  be  formed  with  $10- 
$15  million  of  equity  capital  each  from  the  private  sector.  This 
$1.5  to  $3.0  billion  of  private  sector  capital  combined  with  the 
leverage  provided  by  the  SBA  could  result  in  up  to  $9  billion  being 
infused  into  building  our  economy  and  creating  jobs. 

RENEWED  FINANCING  EMPHASIS 

We  are  also  modernizing  our  traditional  loan  programs  to  make 
them  more  effective  in  meeting  the  capital  needs  of  all  small 
businesses.  These  revisions  will  include  additional  emphasis  on 
those  areas  that  have  been  previously  under  served  by  the  SBA  and 
are  starved  for  capital  including  women-owned  businesses,  veteran- 
owned  businesses,  and  minority-owned  businesses  as  well  as  those 
areas  creating  the  most  job  opportunities. 

MINORITY  SMALL  BUSINESS  PROGRAM 

We  recognize  the  important  role  that  minority  businesses  play 
in  the  economic  development  and  the  revitalization  of  our  economy. 
In  the  past,  however,  the  efforts  of  the  Small  Business 
Administration  to  assist  the  minority  business  community,  unlike 
its  efforts  to  assist  other  small  businesses,  has  focused  almost 
exclusively  on  providing  access  to  assistance  with  government 
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contracting.  In  an  attempt  to  remedy  this  and  address  the  problems 
of  the  current  program,  we  are  working  together  with  the  Congress, 
the  Administration,  and  our  small  business  customers  to  develop  a 
Minority  Enterprise  Development  Program  that  will  utilize  all  of 
the  resources  of  the  SBA  to  enable  the  companies  that  participate 
in  the  program  to  survive  in  the  mainstream  economy. 

We  will  expand  the  scope  of  the  services  we  provide  to 
minority-owned  businesses,  working  with  our  partners  and  sister 
agencies.  Our  program  will  make  all  of  the  programs  and  services 
offered  by  the  Small  Business  Administration,  including  our  finance 
programs,  available  to  minority-owned  businesses. 

FY  m|  BUDGET  REOOE8T 

I  would  like  to  now  highlight  for  you  some  of  the  important 
aspects  of  our  FY  1995  budget  request. 

B08INB88  LOAMS 

For  business  loans,  we  have  requested  a  subsidy  appropriation 
of  $318.1  million  to  support  $11.9  billion  in  loans.  We  are  not 
requesting  funding  for  any  direct  loan  programs.  As  you  know,  the 
subsidy  rate  for  these  direct  loan  programs  is  10  to  15  times 
higher  than  that  of  our  guaranty  programs.  To  get  maximum  leverage 
from  limited  Federal  appropriations,  we  have  proposed  only  guaranty 
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programs  for  FY  1995.  We  hope  that  with  the  introduction  of  the 
many  changes  we  are  proposing  to  our  lending  programs,  the 
traditional  need  for  direct  loans  will  diminish.  In  addition,  our 
staff  believes  there  are  few  if  any  loans  the  SBA  makes  on  a  direct 
basis  that  would  not  be  made  on  a  guaranteed  basis. 
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7(A)  PROGRAM 

New  subsidy  appropriations  for  our  popular  7(a)  program  are 
requested  at  $207.1  million  to  fund  a  $7.5  billion  loan  program, 
with  an  anticipated  carry-over  from  FY  1994  of  about  $38.5  million 
in  subsidy  budget  authority  to  support  a  loan  program  of  $1.5 
billion,  for  a  combined  FY  1995  program  of  $9.0  billion.  This 
program  has  grown  from  a  FY  1991  level  of  $4.1  billion,  to  $5.6 
billion  in  FY  1992,  to  $6.4  billion  in  FY  1993,  to  a  projected 
$7.0  billion  in  FY  1994.  This  program  carries  a  subsidy  rate  of 
2.73  percent  for  FY  1995,  compared  with  a  5.21  percent  rate  in  FY 
1993,  and  a  2.15  percent  rate  in  FY  1994.  The  increase  in  the 
subsidy  rate  in  FY  1995  is  a  result  of  technical  reestimates  and 
the  inclusion  of  the  empowerment  zone  initiative. 


7(a)  GENERAL  BUSINESS 
(Dollars  in  Millions) 
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DEVELOPMENT  COMPANY  PROGRAM 

Appropriations  for  the  Development  Company  programs  (502  and 
504)  are  requested  at  $12.4  million.  This  includes  $11.6  million  in 
subsidy  budget  authority  to  fund  a  $2.1  billion  504  program  and  $.8 
million  in  subsidy  budget  authority  to  fund  a  $50  million  502 
program.  This  is  another  program  where  demand  has  dramatically 
increased  over  the  past  few  years.  Approvals  in  FY  1991  were  $475 
million,  $655  million  in  FY  1992,  and  $852  million  in  FY  1993.  Our 
FY  1994  appropriated  level  is  $1.0  billion,  and  at  the  current  rate 
of  approvals  that  level  may  not  be  sufficient  this  year.  This 
program  is  becoming  increasingly  popular  and  important  for  cities 
and  towns  working  on  economic  recovery,  because  it  provides  long- 
term  loans  specifically  to  assist  in  economic  development  and 
reconstruction.  This  program  carries  a  subsidy  rate  of  only  .56 
percent  for  FY  1995,  compared  with  a  .54  percent  rate  in  FY  1993, 
and  a  .51  percent  rate  in  FY  1994.  The  increase  in  FY  1995  is  a 
result  of  technical  reestimates  and  the  inclusion  of  the 
empowerment  zone  initiative. 


16 


889 


DEVELOPMENT  COMPANY 
(Dollars  in  Millions) 
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SBIC  PROGRAM 

The  Small  Business  Investment  Company  (SBIC)  Program  is  an 
important  source  of  equity  and  subordinated  debt  financing  for 
small  businesses.  Government  funds  supplement  private  capital  in 
independent  venture  capital  investment  companies.  During  the  past 
year,  this  program  has  been  strengthened  by  the  addition  of 
experienced  management  and  the  development  of  a  new  participating 
security,  which  will  allow  SBICs  to  secure  "patient"  capital  to 
match  their  long  term  venture  investments.  Title  IV  of  P.L.  102- 
3  66,  Small  Business  Credit  and  Business  Opportunity  Enhancement  Act 
of  1992,  when  implemented  will  significantly  increase  the  flow  of 
private  capital  into  the  program. 

For  FY  1995,  we  are  requesting  $730  million  in  program  level 
for  the  SBIC  Program,  including  $500  million  for  the  participating 
security  at  a  subsidy  rate  of  8.99%,  and  $230  million  for 
debentures,  at  a  subsidy  rate  of  15.99%  for  regular  SBICs  and 
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29.59%  for  specialized  SBICs.  Of  this  total,  $165  million  will  be 
available  to  regular  SBICs,  up  from  $100  million  in  FY  1994,  and 
$65  million  to  the  specialized  SBICs,  up  from  $17.9  million  in  FY 
1994,  which  invest  only  in  businesses  owned  by  persons  who  are 
socially  or  economically  disadvantaged. 
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MICROLOAN  PROGRAM 

We  are  requesting  that  the  Microloan  program  be  converted  to 
a  100  percent  guaranty  program  in  FY  1995,  and  funded  at  $7.9 
million  to  provide  a  $65  million  loan  program.  Approvals  in  this 
program  were  $13  million  in  FY  1992,  and  $22  million  in  FY  1993. 
Our  FY  1994  program  level,  including  amounts  carried-forward  from 
FY  1993  is  $87  million.  The  subsidy  rate  for  this  program  is  12.16 
percent  for  FY  1995. 


MICROLOANS 
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DISASTER  OPERATIONS  (SALARIES  AMD  EXPENSES  AND  LOAMS) 

I  would  like  to  take  a  few  minutes  to  provide  you  an  update  on 
our  response  efforts  to  the  Northridge,  California  Earthquake.  As 
you  are  aware,  the  SBA  is  again  a  major  player  in  the  Federal 
response  effort  to  the  recent  disaster  activity  in  Northridge, 
California.  The  President  has  taken  a  particularly  personal 
interest  in  assuring  that  this  response  effort  is  the  best  that  it 
can  be,  and  I  have  assured  him  that  I  will  do  whatever  it  takes  at 
the  SBA  to  do  our  part.  Therefore,  I  have  traveled  several  times 
to  California  to  review  our  operations  there  and  to  coordinate  our 
efforts  with  the  other  Agencies  and  response  teams.  We  are 
watching  the  volume  of  activity  from  this  disaster  grow  daily.  It 
truly  appears  to  be  the  biggest  disaster  that  the  SBA  has  had  to 
respond  to  in  a  long  time,  and  maybe  the  largest  ever  in  our  40 
year  history. 

Four  weeks  after  the  California  disaster  we  have  conducted 
297,000  interviews  and  received  43,000  applications.  This  compares 
to  116,000  interviews  conducted  and  41,000  applications  received  18 
months  after  the  Hurricane  Andrew  disaster.  Also,  we  have  already 
approved  2,765  loans  for  $86  million.  We  have  a  disaster  response 
team  of  about  1,950  employees  now  primarily  working  out  of  Los 
Angeles  and  our  Disaster  Area  4  Office  in  Sacramento  to  provide  the 
assistance  that  is  needed. 

I  would  also  like  to  take  this  opportunity  to  thank  you 
personally  for  your  quick  response  in  addressing  our  funding  needs 
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through  the  release  of  our  contingency  funds  and  the  provision  of 
supplemental  appropriations.  These  additional  funds  were  critical 
to  our  ability  to  respond  as  timely  and  in  such  force  as  we  have, 
yet  enable  us  to  take  care  of  the  many  much  smaller  disasters  that 
still  require  our  attention  and  support. 

With  the  release  of  the  contingency  funds  and  the  supplemental 
appropriation  that  was  provided,  we  now  have  available  $105  million 
to  support  the  administrative  costs  of  the  California  disaster  and 
$1.5  billion  in  loans.  This  is  in  addition  to  the  $97.7  million 
for  administrative  costs  and  $817  million  for  loans  that  we  have 
available  for  other  disaster  support  activities.  Also,  there 
remains  $75  million  in  loan  contingency  budget  authority 
representing  another  $326  million  in  program  level  that  can  be 
released,  if  needed. 

DISASTER  ASSISTANCE 

(Dollars  in  Millions) 
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Now,  I'd  like  to  outline  for  you  our  FY  1995  request  for  the 
disaster  program.  We  have  requested  $20.5  million  for  the 
administrative  costs  of  this  operation  in  FY  1995.  This  estimate 
assumes  that  we  will  have  sufficient  carry-forward  funds  from  FY 

1994  under  our  existing  contingencies.  We  expended  $110  million  in 
disaster  salaries  and  expenses  in  FY  1993  and  are  anticipating 
expending  about  $163  million  in  FY  1994,  barring  any  additional 
major  disaster  activity. 

We  have  also  requested  a  subsidy  appropriation  of  $52.2 
million  for  the  disaster  loan  program  that  will  provide  for  a  FY 

1995  disaster  loan  level  of  $412  million.  This  program  carries  a 
subsidy  rate  of  12.67  percent  for  FY  1995,  compared  to  the  FY  1994 
subsidy  rate  of  22.99  percent.  The  increase  in  the  subsidy  rate  is 
a  result  of  technical  reestimates,  and  our  legislative  proposal  to 
increase  the  interest  rate  to  the  Treasury  market  rate  plus  one 
percent  (estimated  to  be  6.93%) .  Approvals  in  this  program  were 
$381  million  in  FY  1991,  $782  million  in  FY  1992,  and  $1.4  billion 
in  FY  1993.  We  estimate  that  with  the  California  Earthquake,  our 
FY  1994  approvals  could  reach  $1.8  billion.  We  also  anticipate 
that  an  additional  $300  million  in  approvals  from  the  California 
Earthquake  will  occur  in  FY  1995. 

To  support  the  ten-year  average  loan  program  level  of  $412 
million  and  to  maintain  our  disaster  loan  servicing  operations, 
we  will  require  approximately  $60  million  in  salaries  and 
expenses  funding  for  FY  1995.   Of  the  $202.7  million  currently 
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available  for  salaries  and  expenses  in  FY  1994,  we  project  that 
we  may  carry  forward  as  much  as  $40  million  into  FY  1995. 

SURETY  BOND  PROGRAM 

We  have  requested  an  appropriation  of  $5.4  million  for  the 
Surety  Bond  program.   This  request  will  support  a  program  lavel 
of  $1.8  billion  in  new  bond  approvals.   As  you  know,  the  Surety 
Bond  Program  Remains  one  of  our  most  popular  programs  and  has  a 
historically  low  loss  rate  of  about  2  percent,  thereby  enabling  a 
significant  leveraging  of  Federal  funds.    Approvals  in  this 
program  were  $1.1  billion  in  FY  1991,  $1.0  billion  in  FY  1992, 
and  $1.0  billion  in  FY  1993.   Our  FY  1994  appropriated  level  is 
$1.8  billion.   This  program  does  not  come  under  Federal  Credit 
Reform,  and  therefore,  has  no  subsidy  rate  attached  to  it. 

In  addition,  we  have  significantly  reduced  the  funding 
required  for  our  Office  of  Surety  Guarantees  because  we 
anticipate  this  program  will  be  operated  far  differently  in  FY 
1995.   We  anticipate  converting  100%  of  the  Surety  program  to  our 
preferred  program  which  now  makes  up  22%  of  our  surety  business. 
Such  a  conversion  will  still  allow  us  to  extend  $1.8  billion  of 
surety  bond  guarantees  to  the  small  business  community  while 
reducing  our  cost  by  $2.2  million  and  our  surety  personnel  by  49 
FTE's.   This  restructuring  of  the  surety  program  will  mean  that 
we  will  no  longer  underwrite  bond  approvals  or  process  claims  and 
recoveries.   This  action  will  greatly  reduce  the  administrative 
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costs  to  the  SBA,  result  in  faster  approvals  for  the  contractors, 
and  faster  claim  payments  to  the  sureties. 

MINORITY  BOSINESS  DEVELOPMENT 

We  are  taking  an  aggressive  "ground-up"  approach  in 
assessing  the  objectives  of  our  Minority  Small  Business  program. 
In  the  coming  weeks  we  will  be  proposing  a  legislative  package  to 
you  that  outlines  our  proposals  for  this  program.   We  are  very 
excited  about  these  proposed  changes  and  we  see  them  as  a 
workable  solution  to  a  program  area  that  has  not  been  effective 
in  meeting  the  needs  of  our  minority  and  disadvantaged  small 
business  customers. 

Our  request  is  $23.32  million  for  the  Office  of  Minority 
Small  Business,  and,  in  addition,  we  are  requesting  $500  thousand 
to  complete  the  long  delayed  automation  initiatives  for  the 
Minority  Small  Business  program. 

PROCUREMENT  ASSISTANCE 

The  budget  request  for  the  Office  of  Procurement  Assistance 
is  $16.4  million.   This  office  ensures  that  small  businesses 
receive  a  fair  share  of  government  procurement  opportunities. 
This  is  done  through  the  on-site  location  of  procurement  center 
representatives  at  major  government  installations  and  through  the 
continuous  monitoring  of  government  contracting  and 
subcontracting  activities,  and  through  the  negotiation  of 
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procurement  goals  with  other  agencies.   Additionally,  the  office 
manages  the  Procurement  Automated  Source  System  (PASS) ,  which 
contains  data  on  the  capabilities  of  222,000  small  firms 
interested  in  doing  business  with  the  government.   This  data  is 
used  by  hundreds  of  Federal  procurement  officials  and  large  prime 
contractors  to  find  qualified  small  businesses.   The  office  also 
issues  Certificates  of  Competency  (COC) ,  which  document  a  firm's 
ability  to  successfully  perform  on  government  contracts. 

BUSINESS  DEVELOPMENT  PROGRAMS 

The  SBDC  program  is  requested  at  $67  million.   This  program 
is  designed  to  assist  small  businesses  by  linking  federal,  state, 
and  local  governments  and  the  private  sector  to  provide 
management  and  technical  assistance  to  the  small  business 
community.   The  SBDC  program  currently  has  a  network  of  56  lead 
SBDCs  located  in  49  states  and  approximately  868  subcenters  and 
satellite  locations. 

As  I  previously  mentioned,  we  have  requested  $3.2  million  to 
support  the  four  existing  Export  Assistance  Centers  and  the  ten 
additional  centers  proposed  for  FY  1995.  We  have  also  requested 
$18.7  million  for  the  nine  "One-Stop  Capital  Shops"  within  the 
Empowerment  Zones,  including  $15.1  million  to  support  $375 
million  in  financial  assistance  programs,  $1.1  million  for 
Microloan  technical  grants,  $720  thousand  for  Business 
Information  Centers,  and  $1.7  million  for  project  management. 
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We  have  included  $3.2  million  in  additional  funding  for 
staff  training,  which  has  long  been  neglected  in  this  Agency. 
With  fewer  people,  we  have  to  train  our  people  properly  so  we  can 
be  more  productive.   We  currently  have  a  portfolio  of  over  $25 
billion  in  loans.   This  large  portfolio  of  loans  combined  with 
the  level  of  customer  service  that  is  necessary  at  the  SBA  will 
reguire  skillfully  trained  and  competent  staff  in  all  of  our 
offices.    Included  in  this  training  reguest  are  $1.7  million  for 
Economic  Development  programs  training,  $500  thousand  for 
Minority  Enterprise  Development  training  and  $1.0  million  for 
centralized  training  in  support  of  our  other  Agency  program 
areas. 

We  are  not  seeking  funding  in  the  FY  1995  budget  for  any 
unauthorized  initiatives,  nor  for  the  Small  Business  Institute 
program  or  the  Tree  Planting  program. 

REGULAR  SALARIES  AND  EXPENSES 

This  budget  reguest  is  consistent  with  the  President's 
overall  administrative  and  spending  reductions,  and  will  provide 
SBA  with  the  resources  necessary  to  deliver  and  administer  our 
programs  and  services  under  our  proposed  streamlined 
organizational  structure.   The  FY  1995  Salaries  and  Expenses 
funding  reguest  is  for  $418.3  million  and  an  FTE  level  of  3,741, 
excluding  the  Office  of  the  Inspector  General,  whose  budget 
reguest  is  separately  included. 
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OFFICE  OF  INSPECTOR  GENERAL 

The  budget  request  for  the  Office  of  Inspector  General  (OIG) 
includes  an  increase  of  $490,000.   The  increase  will  provide  for 
a  modestly  expanded  use  of  contract  audit  and  inspection  services 
for  reviews  of  Section  7(a)  programs,  minority  small  business 
programs,  financial  statement  audits,  and  other  key  SBA 
activities.   The  Agency  fully  supports  this  request  as  being 
essential  to  fund  critically  needed  OIG  audits,  investigations, 
and  inspections — all  of  which  save  Federal  dollars,  deter  further 
violations  of  law,  and  help  ensure  SBA's  positive  impact  on  the 
small  business  community.   A  viable  OIG  will  become  even  more 
important  as  the  Agency's  business  loan  activity  increases  to  a 
projected  $9  billion  level  in  FY  1995. 

Since  FY  1992,  the  OIG's  staff  level  has  decreased  by  8 
percent  while  its  audit,  inspection,  and  investigative  universe 
has  grown  from  about  $23  billion  to  over  $26  billion.   With  its 
staff  reductions,  the  OIG  has  had  to  manage  its  resources  very 
carefully  over  this  period  to  remain  responsive  to  the  Agency's 
needs  and  to  fulfill  its  reporting  responsibilities  to  the  SBA 
Administrator,  the  Congress,  and  the  general  public.   Given  its 
current  workload  and  limited  resources  (requested  FTE  level  of 
104),  the  requested  $490,000  is  essential  if  the  OIG  is  to 
provide  sufficient  coverage  for  the  Section  7(a)  program. 
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5  03  PREPAYMENT  PENALTY 

As  you  know,  our  503  Development  Company  debenture  borrowers 
have  been  unable  to  take  advantage  of  reductions  in  the  interest 
rates  over  the  past  few  years  due  to  the  exorbitant  prepayment 
penalty  associated  with  early  redemption  of  503  debentures.  Our  FY 
1995  budget  reguest  includes  $30  million  in  appropriations  to  help 
offset  these  penalties  imposed  on  the  borrowers.  The  prepayment 
program  would  allow  high  interest  503  borrowers  to  redeem  or 
refinance  their  debentures  as  if  they  had  borrowed  under  our  504 
program  using  the  same  prepayment  penalty  that  is  in  the  504  loan 
agreement.  The  associated  penalty,  which  would  go  to  the  Treasury 
as  an  interest  differential,  would  be  forwarded  by  the  SBA  from 
this  appropriation. 

NEW  FEE  INITIATIVES 

This  budget  request  includes  four  specific  fee  initiatives 
proposed  to  assist  the  Federal  appropriations  process  by  generating 
$26.4  million  in  revenues  to  the  SBA.  Absent  these  fees,  an 
additional  appropriation  of  $26.4  million  would  need  to  be  provided 
to  fund  the  reguested  program  levels  and  initiatives. 

First,  we  propose  to  establish  a  $15  per  hour  fee  for 
counseling  SBDC  customers.  We  estimate  this  will  generate  $17 
million  in  revenues  in  FY  1995.  We  believe  that  this  proposed  fee 
is  not  only  reasonable  in  view  of  the  valuable  services  that  SBDC 
counselors  provide,  we  also  believe  that  it  will  cause  small 
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business  owners  to  use  this  program  more  wisely.  We  would  also 
note  that  this  fee  is  well  below  private  sector  market  rates  for 
similar  services. 

Second,  we  propose  to  charge  a  fee  for  all  business 
development  publications  distributed  by  the  SBA.  These  charges 
would  range  from  about  $.50  to  $1.50,  and  would  be  used  to  offset 
the  cost  of  printing,  mailing,  and  distribution.  We  estimate 
generating  $1.15  million  in  revenues  from  this  fee  in  FY  1995. 
Again,  we  believe  that  this  minimal  charge  is  reasonable,  and  below 
prevailing  market  rates  considering  the  value  of  the  product. 

Third,  we  propose  to  charge  a  fee  to  our  loan  recipients  who 
reguest  changes  to  the  terms  and  conditions  of  their  loans.  These 
changes  are  a  routine  part  of  servicing  loans,  and  are  widely 
accepted  in  the  commercial  banking  arena.  Some  typical  instances 
in  which  we  propose  to  charge  this  fee  include:  filing  liens, 
subordinations,  change  of  guarantors,  and  substitutions  of 
collateral.  A  typical  fee  for  executing  such  changes  would  be 
about  $75,  which  we  estimate  would  generate  $7.2  million  in 
revenues  to  the  SBA  in  FY  1995.  These  fees  would  be  collected 
through  our  participating  lenders,  and  remitted  to  the  SBA. 

The  final  fee  involves  charging  users  for  certain  optional 
features  on  the  Agency's  first  computer-based  electronic  bulletin 
board.  This  service,  SBA  On-Line,  provides  immediate,  around-the- 
clock  access  to  information  on  SBA's  services,  publications  and 
programs,  and  users  access  through  electronic  gateways  to  other 
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bulletin  boards  that  contain  information  important  to  small 
businesses.  The  current  1-800  number  was  provided  to  SBA  at  no 
cost  for  the  first  year  only.  Due  to  the  overwhelming  response  to 
this  service  (almost  800,000  calls  since  last  year),  the  1-800 
number  in  FY  1995  will  only  be  provided  for  initial  access  to  SBA's 
general  information.  Users  who  wish  to  access  other  bulletin 
boards  through  the  electronic  gateways  or  who  want  to  post  and 
receive  messages,  will  be  assessed  a  user  fee.  This  fee  is 
expected  to  generate  $1  million  in  revenues  to  offset  the  expected 
$1.5  million  cost  of  providing  this  service.  The  Agency  estimates 
this  will  amount  to  approximately  $35  annually  to  a  user,  which  is 
approximately  one-fourth  of  comparable  commercial  rates  for  similar 
services. 

This  concludes  my  summary  of  our  FY  199  5  budget  reguest  and 
some  of  the  significant  initiatives  that  we  will  be  undertaking  at 
the  SBA  over  the  next  year  or  so.  I  would  be  happy  to  answer  any 
questions  that  you  may  have  for  me. 
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BSSKZKB  B.  BOWLES 
ADMINISTRATOR,  U.S.  SMALL  BUSINESS  .ADMINISTRATION 

Erskine  B.  Bowles,  a  successful  businessman  and  former  chief 
executive  officer  of  his  own  investment  banking  firm,  is  the 
Administrator  of  the  U.S.  Small  Business  Administration  (SBA) . 
Bowles'  chief  goals  for  the  agency  are  to  make  it  "a  leaner,  more 
efficient  and  more  effective  organization,  focused  on  satisfying 
the  needs  of  small  business,  and  an  organization  that  champions 
the  needs  of  small  business  at  the  highest  levels  of  government." 

As  chief  executive  officer  of  the  SBA,  Bowles  directs  a 
comprehensive  array  of  programs  and  services  designed  to  promote 
and  expand  U.S.  small  businesses.  He  provides  day-to-day 
leadership  in  development  and  implementation  of  policy,  and 
delivery  of  financial  and  business  development  programs  by  the 
agency's  4,000  employees  in  more  than  100  offices  nationwide. 

Bowles  brings  a  wealth  of  executive  experience  in  finance  to  the 
office  of  SBA's  top  executive.   Prom  1975  until  his  nomination  to 
head  the  SBA  in  March  1993  and  his  confirmation  by  the  U.S. 
Senate  in  May  1993,  Bowles  was  chairman  and  chief  executive 
officer  of  Bowles  Hoilowell  Conner  L  Co.,  a  Charlotte,  >*.C, 
investment  banking  firm.   Bowles  Hoilowell  Conner  k   Co.  is  a  52- 
person  firm  engaged  in  the  private  placements  of  equity  and  debt 
issues,  mergers  and  acquisitions,  valuations,  industrial  revenue 
bond  financing  and  off-balance  sheet  financing  for  corporate 
clients. 

Prom  1973  to  1975,  Bowles  was  vice  president  for  corporate 
finance  of  the  Interstate  Securities  Corporation  of  Charlotte, 
N.C.   Bowles  was  responsible  for  the  firm's  investment  banking 
functions.   Before  that,  he  was  an  associate  engaged  in  corporate 
finance  activities  at  Morgan  Stanley  b   Co.,  an  international 
investment  banking  firm  based  in  New  York  City. 

Aside  from  his  professional  experience,  Bowles  served  in  1975-76 
as  an  instructor  in  finance  for  graduate  and  undergraduate 
students  at  the  University  of  North  Carolina -Charlotte.  He  also 
took  time  off  in  1972  to  help  manage  his  father's  campaign  for 
governor  of  North  Carolina.  Mr.  Bowles  won  the  Democratic 
nomination  but  lost  in  the  general  election. 

Bowles  holds  a  bachelor  of  sciences  degree  in  business 
administration  from  the  University  of  North  Carolina  and  a  Master 
of  Business  Administration  degree  from  Columbia  University's 
Graduate  School  of  Business. 
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Bowles  has  served  as  president  of  the  Juvenile  Diabetes 
Foundation,  and  a  member  of  the  boards  of  visitors  of  the 
University  of  North  Carolina,  Davidson  College  and  Johnson  C. 
Smith  University.  He  has  served  on  the  boards  of  directors  of  a 
number  of  private  companies,  including  Carolina  Tractor  & 
Equipment  Co.,  First  Union  National  Bank,  Hynes  Sales  Company, . 
Mint  Hill  Enterprises,  Groz-Beckert  USA  Inc.,  Flynt  Fabrics  & 
Finishing  Inc.  and  Sandlapper  Fabrics.   He  has  been  a  member  of 
the  boards  of  trustees  of  several  secondary  schools  in  the 
Charlotte  area,  the  Science  Museums  of  Charlotte,  Mecklenberg, 
the  Charlotte-Mecklenberg  Hospital  Authority,  the  Arts  &  Sciences 
Council  of  Charlotte-Mecklenberg  and  the  Charlotte  Chamber  of 
Commerce . 

Bowles,  47,  and  his  wife,  Crandall  Close  Bowles,  have  three 
teenaged  children. 
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Mr.  Smith.  Mr.  Bowles,  I  just  want  to  welcome  you  here.  I  have 
to  go  to  another  meeting,  but  I  want  to  ask  you  about  a  couple  of 
things  before  I  go. 

One  is  about  the  SBDCs.  You  have  a  $67  million  request.  If  I  am 
not  mistaken,  the  States,  as  you  know,  have  the  right  under  the 
law  to  a  certain  amount,  provided  they  put  up  at  least  that 
amount. 

Mr.  Bowles.  Yes,  sir. 

Mr.  Smith.  And  I  believe  the  States  put  up  $71  million  this  year, 
didn't  they? 

Mr.  Bowles.  Yes,  sir.  Our  1994  appropriated  level  is  $71.3  mil- 
lion. 

Mr.  Smith.  How  do  you  go  from  $71.3  down  to  $67? 

Mr.  Bowles.  Mr.  Chairman,  first  of  all,  none  of  the  decisions  to 
request  reduced  funding  for  any  programs,  did  we  make  without  a 
lot  of  difficulty.  And  while  I  have  requested  about  $4.3  million  less 
in  the  SBDC  program  this  year  as  opposed  to  last  year,  I  believe 
I  am  the  first  administrator  to  request  this  level  of  funding  for  this 
program. 

Mr.  Smith.  I  know  that  is  true,  because  this  is  our  principal 
management  assistance  program.  It  has  worked. 

Mr.  Bowles.  It  is  a  superior  program. 

Mr.  Smith.  Yes.  And  the  State  legislatures  that  put  up  the 
money  expect  that  there  will  be  Federal  money,  up  to  a  point.  Some 
of  them  are  more  than  four  times  matching  it.  So  it  seems  to  me 
that  this  is  a  program  that  is  very  difficult  to  reduce  when  the 
States  are  paying  more  than  half  of  the  money. 

DISASTER  ASSISTANCE 

The  other  thing  I  wanted  to  ask  you  about  was  disaster  assist- 
ance. You  have  a  $411  million  request.  How  do  you  arrive  at  that? 
What  is  behind  that  figure? 

Mr.  Bowles.  Let  me  walk  you  through  that.  The  $411  million  re- 
quest is  based  on  a  subsidy  authority  of  $52.2  million  at  a  12.67 
percent  credit  subsidy  rate,  and  that  is  only  achieved  if  we  raise 
the  interest  rate  from  the  current  levels  of  approximately  3  and 
five-eighths  percent  on  home  loans  and  4  percent  on  business  loans 
for  those  that  don't  have  credit  elsewhere,  to  an  interest  rate  of  the 
Treasury  rate  plus  1  percent,  which  would  currently  be  somewhere 
in  the  area  of  almost  7  percent. 

Mr.  Smith.  How  much  difference  does  changing  the  interest  rate 
make  in  millions  of  dollars? 

Mr.  Bowles.  In  budget  authority  or  program  level? 

Mr.  Smith.  Both. 

Mr.  Bowles.  In  budget  authority,  it  is  about  $50  million  and  in 
program  dollars,  it  is  about  $200  million. 

Mr.  Smith.  I  see.  Nobody  knows  how  many  disasters  there  are 
going  to  be,  but  to  make  a  rough  estimate,  you  look  at  10  years  and 
drop  the  high  one  and  the  low  one.  Is  that  right? 

Mr.  Bowles.  Yes,  sir. 

Mr.  Smith.  And  so  that  comes  out  to  $411  million  by  changing 
the  rate? 
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Mr.  Bowles.  $411.6  million  is  the  10-year  average  and  it  would 
cost  $52.2  million  in  subsidy  budget  authority. 

Mr.  Smith.  But  that  was  assuming  a  different  interest  rate  than 
we  have  now. 

Mr.  Bowles.  Yes.  That  is  assuming  changing  the  interest  rate  to 
Treasury  plus  one. 

Mr.  Smith.  That  was  $50  some  million? 

Mr.  Bowles.  Yes,  sir. 

Mr.  Smith.  So  that  would  be  about  $465  million  if  you  didn't 
change  the  interest  rate. 

Mr.  Bowles.  We  believe,  at  this  date,  that  we  will  be  able  to 
carry  forward  at  the  end  of  this  year  about  $800  million  worth  of 
program  dollars  in  this  account. 

If,  in  fact,  we  did  not  change  the  interest  rate  to  the  Treasury 
rate  plus  one,  that  would  leave  our  request  at  about  $213  million, 
or  about  $1  billion  to  use  next  year.  Based  on  the  data  available 
today,  we  expect  to  have  demand  of  about  $300  million  from  the 
California  earthquake  carried  over  to  1995,  which  would  mean  we 
would  still  have  approximately  $700  million  to  meet  the  need,  if  in 
fact  we  did  not  change. 

Mr.  Smith.  How  much  loan  money  do  you  estimate  will  be  repaid 
in  fiscal  year  1995  from  borrowers  from  previous  years? 

Mr.  Bowles.  I  do  not  have  that  with  me,  sir.  I  will  be  happy  to 
get  that  for  you. 

Mr.  Smith.  Yes. 

[The  information  follows:] 

Disaster  Loan  Repayments 

We  currently  estimate  approximately  $560  million  in  disaster  loan  repayments  for 
FY  1995. 

Mr.  Smith.  And  under  that  1990  agreement,  at  the  end  of  fiscal 
year  1993,  how  much  did  you  return  to  the  Treasury? 

Mr.  Bowles.  We  carried  forward  $132  million  of  subsidy  budget 
authority  into  1994,  which  would  produce  a  program  of  $578  mil- 
lion. 

Mr.  Smith.  But  we  are  now  talking  about  having  some  kind  of 
a  reserve  for  disasters,  which  we  had  until  1990.  The  SB  A  loans 
were  working  real  well. 

Mr.  Bowles.  Yes,  sir. 

DISASTER  ACCOUNT 

Mr.  Smith.  The  loan  money  came  back  in,  we  supplemented  it, 
but  we  had  a  revolving  fund  and  it  was  working  well.  They  claim 
they  were  saving  money,  they  abolished  the  revolving  fund  and  we 
have  had  problems  ever  since,  because  you  have  to  appropriate 
each  time  it  comes  up. 

But  anyway,  would  you  supplement  those  figures  soon?  Those 
who  are  trying  to  work  on  reestablishing  a  revolving  fund  will  have 
a  track  record  to  look  at.  In  other  words,  if  we  had  not  changed 
the  law  in  1990,  what  would  we  have  had  and  what  would  the  ap- 
propriations have  had  to  have  been  since  that  time? 

Mr.  Bowles.  We  will  give  you  complete  sources  and  uses  of  the 
funds. 

Mr.  Smith.  Okay.  Good.  Thank  you. 
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[The  information  follows:] 

Disaster  Accounts 

In  FY  1993,  we  returned  $497  million  to  Treasury  which  represented  the  end  of 
FY  1992  unobligated  amount  in  the  liquidation  account.  However,  in  comparing  the 
disaster  revolving  fund  (which  is  now  called  the  liquidation  account),  with  the 
present  Credit  Reform  disaster  program  account,  it  is  important  to  first  note  the  dif- 
ferences between  the  two.  In  the  revolving  fund,  Congress  appropriated  such  sums 
as  were  necessary  to  match  assets  with  liabilities  unless  available  unobligated  bal- 
ances were  sufficient  to  meet  the  requirements.  Between  FY  1981  and  FY  1991,  we 
were  provided  an  appropriation  only  twice;  the  remaining  years  were  funded  with 
our  unobligated  balances.  Each  year's  appropriation,  in  effect,  paid  for  the  preceding 
year's  obligations. 

The  program  account  established  by  the  Federal  Credit  Reform  Act  however,  pro- 
vides an  appropriation  equal  to  the  estimated  future  cost  of  the  program.  That  is, 
we  pay  upfront  for  the  loans  we  approve.  Hence,  during  the  initial  years  of  this 
transition,  it  will  seem  as  if  we  are  paying  more  than  in  the  past.  In  future  years 
though,  requirements  will  be  less  because  the  expenses  accrued  in  those  years  will 
be  paid  for  with  our  reserve  from  prior  years. 
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SBA  BUDGET  REQUEST 

Mr.  Mollohan.  Thank  you,  Mr.  Chairman.  Mr.  Bowles,  I  have 
some  questions  about  your  interchange  with  OMB.  What  was  your 
budget  request  to  OMB  in  both  dollars  and  positions  for  the  var- 
ious SBA  programs?  Can  you  just  run  down  those  for  us,  please? 

Mr.  Bowles.  Dollars  and  positions  for  each  SBA  program? 

Mr.  Mollohan.  Yes.  Do  you  have  that  readily  available  there,  or 
would  it  be  more  convenient  for  you  to  submit  it  for  the  record? 

Mr.  Bowles.  I  can  submit  it  for  the  record  and  to  some  extent. 
I  can  do  it  for  you  now,  if  you  would  like. 

Mr.  Mollohan.  Okay.  Proceed. 

Mr.  BOWLES.  Our  request  for  1995  for  the  Finance  Investment 
and  Procurement  was  a  total  of  $110  million — $23  million  for  Busi- 
ness Development,  $93  million  for  Management  and  Administra- 
tion, $1.3  million  for  Innovation,  Research  and  Technology,  $3.7 
million  for  Advocacy,  $22  million  for  Other  Support  Offices,  $19 
million  for  the  Executive  Direction,  Field  Administration  is  $17.7 
million,  for  a  total  operating  expense  of  $291.2  million. 

Mr.  Mollohan.  Okay.  If  I  might  interrupt  you  here,  will  you 
please  submit  for  the  record  the  budget  request  of  SBA  to  OMB  in 
terms  of  dollars  and  positions,  for  the  various  SBA  programs,  and 
what  items  OMB  eliminated  or  altered  from  your  request,  and  then 
finally,  your  analysis  of  the  programmatic  impact  that  OMB's  re- 
ductions or  eliminations  will  have  on  your  programs. 

Mr.  Bowles.  Yes,  we  will  do  that. 

[The  information  follows:] 

SBA's  Budget  Request  to  OMB 

Our  budget  submission  to  OMB  this  year  was  different  from  traditional  submis- 
sions. Rather  than  formally  proposing  certain  program  levels  and  then  bargaining 
with  OMB  before  reaching  agreement,  we  sat  down  together  from  the  beginning  and 
reached  a  consensus  on  how  best  to  fund  our  requirements  while  maintaining  a  firm 
commitment  to  reducing  the  deficit.  I  can  tell  you  that  our  starting  point  was  $900 
million  and,  as  you  know,  we  arrived  at  a  final  request  of  $806  million.  This  gap 
was  breached  by  the  application  of  $26  million  in  user  fees,  a  $40  million  reduction 
in  disaster  operating  expenses,  and  approximately  $25  million  in  reduced  business 
program  subsidies  which  came  primarily  from  our  investment  programs.  At  the  time 
of  this  budget  submittal,  we  estimated  a  significant  carryover  in  the  disaster  pro- 
gram which  would  allow  us  to  scale  back  our  request  for  FY  1995.  It  now  appears 
that  this  carryover  may  not  materalize. 

Mr.  Mollohan.  Your  budget  request  for  SBA  programs  requires 
authorization  for  1995,  does  it  not? 
Mr.  Bowles.  Yes. 

NEW  INITIATIVES  AND  AUTHORIZATIONS 

Mr.  Mollohan.  In  addition,  I  understand  that  the  budget  sub- 
mission includes  a  number  of  proposals  and  initiatives  that  will  re- 
quire legislation. 

What  programs  will  require  authorization,  Mr.  Bowles? 

Mr.  Bowles.  The  7(a)  program,  the  Microloan  program,  and  the 
trade  loan  programs  will  require  legislation.  We  have  requested 
other  activities,  but  my  understanding  is  that  all  of  our  guarantee 
loan  programs  require  reauthorization  going  forward. 

Mr.  Mollohan.  What  are  these  legislative  initiatives  and  what 
is  their  status? 
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Mr.  Bowles.  The  legislative  package  is  being  prepared  at  this 
time,  and  we  believe  that  we  will  be  able  to  introduce  it  shortly. 

Mr.  Mollohan.  For  the  record,  would  you  spell  that  out  in  de- 
tail? 

Mr.  Bowles.  Yes,  I  will. 

[The  information  follows:] 

Legislative  Package 

The  legislative  package  is  in  the  process  of  final  review  and  will  shortly  be  sent 
to  OMB  for  approval.  Upon  completion,  it  will  be  provided  for  the  record. 

HEALTH  CARE 

Mr.  Mollohan.  Before  I  defer  to  Mr.  Rogers,  I  would  like  to  ask 
you  a  question  about  health  care.  We  estimate  that  about  96  per- 
cent of  West  Virginia  businesses  are  small  businesses  and  have 
fewer  than  50  employees.  And  we  have  heard  an  awful  lot  from  our 
small  businesses  about  employer  mandates.  I  know  that  you  are  a 
very  strong  supporter  of  small  business  and  you  are  also  a  very 
strong  supporter  of  the  President's  health  care  proposal  and  health 
care  reform  in  general. 

Would  you  please  express  some  thoughts  on  the  effects,  both 
short  term  and  long  term,  employer  mandates  would  have  on  small 
business  and  the  jobs  that  they  perform? 

Mr.  Bowles.  Yes,  sir. 

Mr.  Mollohan.  I  thought  you  might  be  uniquely  capable  to  com- 
ment on  that. 

Mr.  Bowles.  First  of  all,  I  don't  believe  that  you  could  design  a 
health  care  system  that  is  more  anti-small  business  than  the  sys- 
tem we  have  in  this  country  today. 

You  couldn't  lock  up  the  greatest  experts  in  the  world  and  come 
up  with  a  program  that  is  worse  for  small  business  than  what  we 
have.  Small  businesses  today  are  experiencing  annual  increases  in 
the  cost  of  health  care  of  20  to  50  percent  a  year. 

Small  businesses  pay  35  percent  more  for  the  same  health  insur- 
ance that  big  businesses  buy.  The  rate  of  increase  in  our  cost  is  50 
percent  higher  than  the  rate  of  increase  for  big  businesses.  Not 
only  are  we  experiencing  skyrocketing  increases  in  the  cost  of 
health  care,  but  we  are  subject  to  every  abuse  in  the  health  care 
system,  everything  from  occupational  redlining  to  exclusions  for 
preexisting  conditions. 

As  a  parent  of  a  diabetic  child,  it  is  something  I  have  experienced 
myself.  So  we  have  skyrocketing  costs,  abuses,  and  the  health  care 
we  end  up  being  able  to  buy  today  is  very  poor.  We  end  up  buying 
a  bare-bones  plan  for  something  that  has  such  a  huge  deductible, 
it  only  covers  catastrophic  events.  So  I  truly  think  that  the  small 
business  people  today  have  the  worst  of  all  worlds. 

In  addition  to  that,  we  are  not  playing  on  a  level  playing  field. 
That  is  something  Congressman  Taylor  and  I  have  talked  about.  If 
you  look  at  it  today,  the  small  business  owner  who  tries  to  sit  down 
and  negotiate  with  the  insurance  company  ends  up  in  non-negotia- 
tion. 

All  of  the  power  of  the  marketplace  is  on  the  insurance  compa- 
ny's side.  They  have  a  different  set  of  accounting,  they  change  the 
rules  every  day,  and  it  truly  is  a  non-negotiation.  In  addition,  we 
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don't  have  a  claims  department  or  a  benefits  department,  so  we 
have  to  take  time  away  from  our  customers,  from  our  employees 
and  from  managing  our  business  to  sit  down  with  the  insurance 
company. 

If  you  are  self-employed,  you  only  get  a  25  percent  deduction  for 
health  care  costs  today  whereas  everybody  else  gets  100  percent. 

Over  and  above  that,  if  you  look  at  workers'  comp,  the  fastest 
growing  part  of  workers'  comp  is  medical,  which  has  grown  from 
35  to  41  percent.  It  is  the  only  item  on  my  statement  that  grows 
at  such  a  rapid  rate. 

So  if  you  look  at  the  overall  picture  today,  small  businesses  have 
the  worst  of  all  worlds.  As  Congressman  Price  said,  I  come  from 
the  private  sector.  I  am  a  great  believer  in  private  sector  solutions. 
But  the  private  sector  has  failed  us  on  health  care. 

In  the  small  business  community  we  have  tried  switching  pro- 
grams. We  tried  managed  care,  we  have  tried  self-insurance,  we 
tried  reducing  benefits,  passing  along  the  bigger  share  of  our  costs 
to  our  employees.  Nothing  helps.  The  health  care  costs  continue  to 
rise.  Unfortunately,  the  smaller  the  business,  the  more  dispropor- 
tionate the  cost. 

There  is  no  solution  to  this  health  care  crisis  without  universal 
coverage — universal  coverage  is  the  key.  And  I  think  it  is  basically 
arithmetic.  There  are  basically  only  three  payers  for  health  care  in 
this  country  today.  There  is  the  government  through  Medicare  and 
Medicaid,  there  is  big  business,  which  has  enough  market  power  to 
self-insure  and  therefore  cut  a  pretty  good  deal  for  itself,  and  then 
there  is  the  small  business  and  the  individuals  today  who  have  to 
insure  through  conventional  means. 

Every  time  we  up  here  cut  Medicare  and  Medicaid,  the  cost  just 
gets  shifted  in  the  system.  It  gets  shifted  down  to  the  weakest  link, 
and  that  weakest  link  is  the  small  business  owner.  That  is  why  our 
costs  go  up  20  to  50  percent  a  year.  That  is  why  those  30  million 
people  that  everybody  talks  about  who  don't  have  health  insurance, 
they  get  health  care  in  an  emergency  room  at  four  or  five  times  the 
cost  it  would  be  in  a  doctor's  office.  Who  pays  for  it?  We  do.  The 
small  businesses.  That  is  why  our  costs  go  up  20  to  50  percent  a 
year.  So  I  believe  universal  coverage  is  the  key. 

I  think  the  President  went  about  looking  at  how  you  pay  for  uni- 
versal coverage  in  the  most  appropriate  manner.  First  of  all,  he  is 
trying  to  simplify  the  system,  and  second,  to  take  some  costs  out 
of  the  system.  Do  I  believe  that  is  possible?  Absolutely. 

I  have  heard  everybody  over  here  talk  about  these  alliances 
being  some  kind  of  huge  government  bureaucracy.  If  we  wanted  to 
go  with  a  bureaucracy,  we  would  have  gone  with  a  single-payer 
plan.  They  are  not  a  bureaucracy.  I  wish  we  had  called  them  some- 
thing else.  I  wish  we  had  called  them  what  they  are — they  are  basi- 
cally a  buying  group.  That  is  what  those  alliances  are.  They  shift 
the  power  of  the  marketplace.  They  change  the  supply  and  demand 
equation  from  favoring  the  provider  of  health  care  and  the  insur- 
ance company  to  favoring  us,  the  consumer  and  the  owners  of  the 
small  business.  They  truly  do.  They  change  the  supply  and  demand 
equation. 

And  they  only  have  three  functions.  They  basically  contract  with 
and  pay  the  health  care  plans,  collect  the  premiums,  and  provide 
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information  to  the  consumer  about  quality  and  cost.  That  is  basi- 
cally all  they  do. 

Think  about  the  other  kind  of  things  we  have  done  to  simplify 
the  system.  We  have  gone  to  things  like  uniformed  billing,  stand- 
ardized claims,  and  electronic  claims  processing.  Again,  people  ask 
me,  can  you  take  cost  out  of  the  system?  If  you  look  at  the  average 
doctor's  office  today,  a  nurse — not  an  administrator,  a  nurse  spends 
50  percent  of  her  time  filling  out  forms.  The  average  nurse  fills  out 
19  forms  per  patient  per  day. 

I  served  on  the  Finance  Committee  of  a  major  hospital  authority. 
If  you  look  at  the  hospitals,  25  cents  of  every  dollar  you  spend  at 
the  hospital  today  goes  for  administrative  costs.  It  doesn't  buy  you 
a  nickel's  worth  of  health  care. 

I  heard  former  Surgeon  General  C.  Everett  Koop,  the  other  day 
say  that  25  to  30  percent  of  the  diagnostic  procedures  performed 
in  the  country  are  unnecessary.  He  said  if  we  could  get  that  fat  out 
of  the  system,  that  we  could  save  $200  billion.  That  would  be 
enough  to  cover  the  uninsured. 

Well,  I  think  the  President,  in  his  plan,  absolutely  addressed 
what  the  small  business  people  have  been  saying  they  have  wanted 
for  a  long  time.  The  first  thing  is  real  insurance,  comprehensive  in- 
surance, rock  solid  insurance,  insurance  that  is  as  good  as  has  been 
offered  by  any  Fortune  500  company,  not  some  bare-bones  plan,  not 
something  that  has  such  a  huge  deductible  it  only  covers  cata- 
strophic events. 

Second,  real  insurance  is  only  good  if  you  can  afford  it.  That  is 
why  the  discounts  are  in  there,  to  drive  down  the  cost  of  health 
care  so  it  is  something  that  the  small  businessperson  can  afford. 
What  do  these  discounts  mean?  National  Small  Business  United 
came  out  with  a  report  the  other  day  that  said  the  average  small 
business  that  does  not  supply  health  care  today  has  an  average 
payroll  of  around  $7,400.  Well,  if  that  is  true,  that  small  business 
is  going  to  be  able  to  provide  its  employees  absolutely  rock  solid 
comprehensive  insurance  for  a  cost  of  less  than  $1  a  day  per  em- 
ployee, $292  a  year. 

That  same  report  says  that  the  average  small  business  that  does 
supply  health  care  today  has  an  average  payroll  of  $15,600.  If  that 
is  true,  that  small  business  will  be  able  to  supply  its  employees 
real  insurance  at  a  cost  of  about  $2.25  a  day  or  about  $800  a  year. 
You  compare  that  to  what  you  are  paying  today  for  bare-bones  cov- 
erage or  for  just  catastrophic  coverage,  there  is  no  comparison. 

Three,  the  premium  caps  are  there  to  hold  down  the  cost  of 
health  care  so  it  doesn't  grow  at  20  to  50  percent  a  year.  Four,  it 
outlaws  the  abuses  for  preexisting  conditions.  Five,  it  puts  the  self- 
employed  on  the  same  basis  as  everybody  else,  and  they  get  100 
percent  deduction  instead  of  25  percent  deduction. 

Six,  we  finally  get  some  buying  power.  We  get  the  same  kind  of 
muscle  to  buy  our  insurance  as  the  big  guys  do.  That  is  why  the 
alliances  are  there.  And  lastly,  our  employees  get  some  choice.  His- 
torically, the  employees  haven't  had  a  choice.  Nine  out  of  ten  peo- 
ple who  have  health  care  coverage  get  it  where  they  work. 

And  in  two-thirds  of  the  cases,  it  is  guys  like  me  who  own  the 
business  who  make  the  decision  as  to  what  kind  of  health  care  cov- 
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erage  you  get.  And  the  employee  doesn't  get  a  choice.  I  make  the 
decision. 

Going  forward,  they  get  a  choice  among  three  different  types  of 
plans.  And  those  three  plans  are  an  HMO,  a  PPO  and  a  fee-for- 
service  plan. 

So  what  I  hope  is  that  we  can  educate  the  small  business  owner 
to  look  beyond  the  M  word,  to  look  at  the  facts  of  the  plan  and  look 
at  the  substance.  And  I  believe  that  if  they  do  the  vast  majority 
of  those  who  provide  insurance  today  will  see  that  they  have  far 
lower  costs  and  better  coverage. 

In  addition,  those  that  don't  provide  health  care,  they  will  pay 
more,  but  our  surveys  or  NFIB's  surveys  or  anybody  else's  surveys, 
all  show  that  those  people  want  to  provide  health  care.  But  they 
give  you  three  reasons  why  they  don't.  One,  I  can't  afford  it.  Two, 
if  I  could  afford  it,  what  I  can  buy  just  isn't  worth  a  hoot,  and 
three,  if  I  can  afford  it  today,  I  won't  be  able  to  afford  it  tomorrow. 

We  tried  to  address  all  three  of  those  points.  A,  it  is  real  insur- 
ance, it  is  not  some  kind  of  bare-bones  plan.  B,  the  discounts  are 
there  to  make  it  so  it  is  something  you  can  afford  and  C,  the  pre- 
mium caps  are  there  to  hold  down  the  costs  so  it  doesn't  grow  at 
20  to  50  percent  a  year. 

I  think  it  is  a  plan  that  small  business  people  really  can  support. 
I  am  sorry  I  went  on  too  long. 

Mr.  MOLLOHAN.  Well,  I  think  you  were  certainly  the  right  person 
to  ask  that  question.  I  want  the  record  to  show  I  didn't  tell  you 
that  I  was  going  to  ask  that  question. 

Mr.  Rogers? 

Mr.  Rogers.  Well,  of  what  time  we  have  left,  let  me  redirect  you 
to  the  SBA  for  a  couple  of  minutes  if  you  don't  mind. 

Mr.  Bowles.  Yes,  sir. 

OMB  SUBMISSION 

Mr.  ROGERS.  Thanks  for  being  here.  Now,  do  you  have  the  macro 
numbers  on  your  OMB  submission?  I  don't  need  the  details,  just 
the  overall  numbers. 

Mr.  Bowles.  Yes,  sir. 

Mr.  Rogers.  Did  you  give  it  to  us? 

Mr.  Bowles.  Oh,  I  am  sorry.  I  went  through  that  earlier. 

Mr.  Rogers.  Not  the  individual  numbers,  just  the  total  request. 

Mr.  Bowles.  We  are  requesting  $806  million. 

Mr.  Rogers.  Of  OMB. 

Mr.  Bowles.  What  I  asked  of  OMB? 

Mr.  Rogers.  Yes. 

Mr.  Bowles.  We  asked  for  $781  million  from  OMB. 

Mr.  Rogers.  They  increased  you? 

Mr.  Bowles.  Yes,  sir,  they  did. 

Mr.  Rogers.  What  are  they  making  you  spend  that  you  didn't 
want  to  spend? 

Mr.  Bowles.  Well,  they  are  not  making  us  spend  anything  that 
we  didn't  want  to  spend,  sir. 

Mr.  ROGERS.  What  did  they  include  that  you  didn't  request? 

Mr.  Bowles.  They  included  $30  million  for  the  503  prepayment 
penalty,  which  is  something  that  we  support. 

Mr.  Rogers.  What  is  that? 
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Mr.  Bowles.  I  think  I  gave  you  the  wrong  number,  Congressman 
Rogers. 

Mr.  Rogers.  For  the  total? 

Mr.  Bowles.  Yes,  sir.  The  number  that  we  requested  was  $874 
million,  because  I  did  request  the  $30  million  for  503  prepayments. 
We  requested  $874  million  and  ended  up  at  $806. 

Mr.  Rogers.  What  did  they  cut  out?  Are  there  some  large  reduc- 
tions in  certain  items  in  your  original  request? 

Mr.  Bowles.  Yes,  sir,  there  are  some. 

Mr.  Rogers.  What  did  they  deny  to  you? 

Mr.  Bowles.  The  biggest  changes  were  in  the  disaster  operating 
expenses  which  went  from  $60  million  to  $20  million. 

disaster  operation  expenses 

Mr.  Rogers.  Why  did  OMB  reduce  disaster  operating  expenses 
by  such  a  large  amount? 

Mr.  Bowles.  At  the  time  that  we  submitted  our  budget  to  OMB 
we  thought  we  would  have  about  $40  million  of  carryover  authority 
from  1994,  which  would  have  given  us  the  $60  million  we  had  esti- 
mated we  would  need,  and  that  is  why  we  were  able  to  get  by  with 
that. 

Mr.  Rogers.  Are  there  any  other  big  reductions? 

Mr.  Bowles.  In  our  SBIC  program,  we  had  originally  requested 
$114  million.  They  reduced  that  to  $83  million.  They  did  it  after 
consultation  with  us,  and  we  did  it  after  consultation  with  the  in- 
dustry. 

We  believe  that  that  is  all  the  money  we  will  be  able  to  put  out 
in  1995  and  do  it  wisely,  so  we  felt  very  comfortable  with  that  re- 
duction. I  think  those  are  the  two  big  items. 

Mr.  Rogers.  All  right.  Thank  you.  Now,  the  Department  of  Com- 
merce budget  request  proposes  $270  million  for  a  new  business 
loan  guarantee  program  within  the  EDA.  We  are  told  that  that  pro- 
gram will  reach  businesses  that  SBA  cannot  serve.  Do  you  agree 
with  this  need  for  this  program? 

Mr.  Bowles.  Let  me  address  that.  They  requested  $50  million, 
which  with  a  18.56  credit  subsidy  rate,  would  fund  $269  million. 
What  I  can  tell  you  is  we  can  take  that  same  $50  million  at  a  2.73 
subsidy  rate  and  fund  $1.83  billion  worth  of  loans.  So  we  can  fund 
$1.5  billion  more. 

We  get  about  seven  times  the  bang  for  the  buck  out  of  those 
same  dollars.  However,  as  I  understand  their  request,  it  is  to  serve 
a  different  market.  That  market  is  larger  borrowers,  larger  loans 
in  the  urban  communities  that  cannot  be  served  by  either  the  SBA 
because  of  our  $750,000  cap,  or  the  Farmer's  Home  Administration 
because  of  the  urban  nature  of  it. 

Mr.  Rogers.  Now,  do  you  know  where  the  funds  are  being  de- 
rived to  fund  this  new  EDA  loan  program? 

Mr.  Bowles.  I  don't  know,  sir. 

Mr.  Rogers.  It  is  coming  from  the  traditional  public  works  infra- 
structure program  of  the  EDA.  A  program  where  most  communities 
get  funds  for  infrastructure  grants.  If  that  money  is  going  to  be  di- 
verted to  the  urban  areas  for  loan  programs  from  the  EDA,  it  is 
going  to  rob  the  rest  of  the  country  of  real  needs. 
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Is  there  a  large  business  community  out  there  that  is  not  being 
served  either  by  SBA  or  the  private  sector? 

Mr.  Bowles.  I  have  not  focused  on  the  request  by  the  Depart- 
ment of  Commerce  at  all  at  this  point  in  time.  Therefore  I  have  not 
given  any  thought  to  whether  there  is  a  need  in  the  market  that 
is  not  served  by  the  private  sector. 

Mr.  Rogers.  Well,  give  me  an  off-the-cuff  judgment.  You  are  an 
experienced  businessman,  you  have  to  have  a  snap  opinion  about 
this. 

Mr.  Bowles.  Well,  as  an  experienced  businessperson,  I  don't 
make  snap  opinions.  I  really  want  to  do  my  homework  and  give  you 
a  real  answer  for  the  record. 

I  am  willing  to  be  held  accountable  for  it,  but  I  want  to  make 
sure  I  give  you  a  good  answer. 

Mr.  Rogers.  I  am  not  trying  to  trap  you.  I  am  doubtful  that 
there  is  such  a  need  out  there,  and  I  wanted  your  expert  opinion 
on  that. 

Did  EDA  consult  with  you  or  anyone  in  SBA  on  this  EDA  loan 
proposal? 

Mr.  Bowles.  They  didn't  consult  with  us.  They  did  tell  us  about 
it. 

Mr.  Rogers.  Do  you  agree  with  it  or  not? 

Mr.  Bowles.  Well,  if  the  funds  were  going  to  serve  the  commu- 
nity that  we  serve,  I  would  absolutely  not  agree,  because  that 
would  be  creating  another  bureaucracy  to  service  the  same  market. 
We  have  proven  that  we  can  serve  it  at  a  far  lower  credit  subsidy 
rate  and  therefore,  almost  by  definition,  do  a  better  job. 

But  if  in  fact  they  are  serving  a  larger  and  different  market  and 
there  is  a  need  in  that  market,  then  I  agree  with  them. 

Mr.  ROGERS.  Well,  it  seems  to  me  that  if  we  are  going  to  have 
such  a  program,  it  should  be  made  a  part  of  the  SBA  which  already 
has  the  infrastructure  to  make  and  service  loans. 

It  does  not  seem  very  sensible  to  me  to  put  a  new  loan  program 
in  the  EDA. 

What  actions  will  you  take  to  coordinate  with  the  EDA  in  the 
event  this  program  is  funded  in  order  to  avoid  duplication  of  effort? 

Mr.  Bowles.  Well,  it  is  one  of  those  things  we  can  clearly  talk 
about.  We  have  a  joint  program  currently  under  discussion.  It  is 
the  Critical  Technology  Investment  Companies,  which  is  very  simi- 
lar to  the  SBIC  program.  In  that  program,  in  order  to  avoid  setting 
up  another  bureaucracy,  an  agreement  was  reached  wherein  the 
mechanical  portion  of  that  program  would  be  managed  by  the  SBA, 
since  we  already  had  the  infrastructure,  as  you  said,  in  place  to  do 
that,  and  we  are  happy  to  do  that  under  that  program.  We  will  set 
up  a  joint  licensing  board  in  order  to  oversee  it. 

ONE-STOP  EXPORT  ASSISTANCE  CENTERS 

Mr.  Rogers.  I  understand  SBA  is  working  with  the  Commerce 
Department  and  others  to  establish  a  one-stop  export  assistance 
center? 

Mr.  Bowles.  Yes,  sir,  that  is  right. 

Mr.  Rogers.  I  want  to  commend  you  for  that,  helping  small  busi- 
nesses export  has  really  been  a  problem.  But  as  I  understand  it, 
those  pilot  centers  are  being  located  in  very  large  urban  areas  like 
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L.A.  which  tend  to  be  a  little  more  sophisticated  about  the  export 
game. 

Are  there  plans  to  ensure  that  this  initiative  reaches  the  more 
rural  parts  of  the  country  where  there  is  little  or  no  knowledge  or 
sophistication  or  assistance  in  the  export  field? 

Mr.  Bowles.  I  agree  with  you  wholly  on  that.  It  is  a  pilot  project. 
We  set  up  four — in  Baltimore,  Los  Angeles,  Chicago,  and  Miami. 
The  Eximbank  is  there,  we  are  there,  and  the  U.S.  Foreign  and 
Commercial  Service  is  there. 

We  have  requested  funding  in  our  budget  to  do  10  more  locations 
in  1995.  Those  sites  have  not  been  selected,  but  your  point  is  cer- 
tainly well  taken. 

Mr.  Rogers.  Can  you  assure  us  that  you  are  going  to  look  at  how 
to  reach  other  parts  of  the  country,  particularly  the  rural  areas? 

Mr.  Bowles.  Absolutely. 

Mr.  Rogers.  With  that  program? 

Mr.  Bowles.  Yes. 

Mr.  Rogers.  Some  of  us  have  initiatives  going  on  in  our  own 
States  and  even  our  congressional  districts  pointed  directly  at  this 
same  problem — the  inability  of  small  and  rural  businesses  to  find 
their  way  to  the  export  river.  And  so  I  certainly  would  welcome 
that  type  of  activity. 

Mr.  Bowles.  I  do  too.  We  have  really  worked  hard  developing  a 
common  export  strategy.  At  the  SBA  it  was  ludicrously  divided  up 
when  I  arrived. 

Our  export  trade  assistance  people  hadn't  even  talked  to  the  peo- 
ple who  designed  our  export  revolving  line  of  credit  program,  and 
we  had  an  export  revolving  line  of  credit  program  that  simply 
didn't  work.  It  was  literally  a  term  loan  disguised  as  a  revolver. 

Anyway,  with  lots  of  input  from  the  private  sector,  we  have  rede- 
signed that  program  so  we  really  do  believe  it  can  help  the  small 
business  owner. 

ECONOMIC  DEVELOPMENT  OFFICE 

Mr.  Rogers.  Now,  you  have  established  in  SBA  an  economic  de- 
velopment office. 

Mr.  Bowles.  Yes,  sir.  We  combined  the  finance  operation  and  the 
business  development  into  one  area — economic  development. 

Mr.  ROGERS.  Now,  is  EDA  going  to  feel  threatened  by  this?  Are 
we  seeing  duplication  of  efforts  at  SBA  and  EDA?  Are  you  doing 
EDA  work  and  is  EDA  doing  SBA  work? 

Mr.  Bowles.  What  we  are  trying  to  do  is  to  do  the  work  we  were 
doing  in  a  coordinated  fashion  and  to  get  more  bang  for  the  tax- 
payers' buck.  It  is  crazy  to  have  your  finance  people  not  talk  to 
your  business  development  people. 

We  had  built  up  a  huge  wall  that  simply  did  not  facilitate  the 
flow  of  information  or  allow  us  to  give  a  coordinated  program  to  our 
customers.  We  have  also  shifted  a  large  number  of  our  people  from 
our  Washington  central  office  and  from  our  regions  to  our  districts 
so  that  we  can  give  better  customer  service;  so  we  can  be  proactive 
rather  than  being  totally  reactive. 

Mr.  ROGERS.  Well,  I  applaud  that.  I  am  just  wondering  whether 
we  are  seeing  a  de  facto  merger  of  EDA  and  SBA  here,  given  the 
two  points  that  I  mentioned. 
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You  are  getting  into  economic  development,  or  you  are  focusing 
on  economic  development,  which  is  good.  But  EDA  is  also  focusing 
on  making  small  business  loans.  I  just  don't  understand  that. 

Mr.  Bowles.  I  think  EDA  is  focusing  on  larger  loans  in  urban 
areas.  We  are  focusing  on  bringing  the  kind  of  managerial  and 
technical  advice  to  the  small  business  owners  that  we  believe  they 
need,  and  also,  providing  them  with  the  capital  they  need  first  to 
survive  and  prosper. 

Mr.  Rogers.  Well,  I  think  it  is  a  good  idea.  I  applaud  you  for 
that  and  thanks  for  being  here  this  morning. 

Mr.  Bowles.  We  saved  dollars  doing  it. 

Mr.  Rogers.  Good. 

ONE-STOP  CAPITAL  SHOPS 

Mr.  Mollohan.  Mr.  Bowles,  could  you  talk  a  little  bit  about  the 
one-stop  shops,  and  how  you  plan  to  implement  that? 

Mr.  BOWLES.  Yes,  sir.  Let  me  tell  you  the  concept  behind  it.  In 
North  Carolina  we  had  something  called  the  North  Carolina  Self- 
Help  Credit  Union  which  was  started  years  ago.  Initially  it  just 
gave  advice  to  the  small  business  owners  and  advice  only  carries 
you  so  far. 

Then  a  grant  came  in  from  the  Z.  Smith  Reynolds  Foundation 
and  they  only  gave  money,  and  money  doesn't  do  the  job  either.  It 
is  the  two  together,  the  advice  and  the  money  which  I  was  trying 
to  talk  to  Congressman  Rogers  about.  It  truly  makes  it  work. 

And  one  of  the  things  that  I  saw  clearly  when  I  went  around  the 
country  and  met  with  the  owners  of  small  business  is  that  the 
areas  that  are  truly  starved  for  capital  are  those  businesses  located 
in  our  poor  rural  communities,  in  our  inner-cities,  those  owned  by 
women  and  those  owned  by  minorities,  and  particularly  those  seek- 
ing capital  of  less  than  $150,000. 

Today,  if  you  want  to  borrow  $50,000  from  a  bank,  it  is  very, 
very  difficult.  That  is  because  almost  regardless  of  the  liquidity  in 
the  banking  system,  there  is  not  much  incentive  for  that  banker  to 
make  that  $50,000  loan.  The  reason  is,  it  takes  as  much  up-front 
cost  to  make  the  $50,000  loan  as  it  does  a  $5  million  loan. 

And  then  once  you  make  the  loan,  you  have  a  lot  more  time  in- 
vested in  the  loan  because  the  borrower  doesn't  have  a  chief  finan- 
cial officer  or  a  chief  accounting  officer.  So  you  have  a  lot  of  main- 
tenance cost  in  the  loan. 

So  what  we  try  to  do  is  serve  that  area  of  the  market  that  truly 
hasn't  been  served — the  poor  rural  communities,  inner-cities, 
women  and  minority-owned  businesses,  and  particularly  those 
seeking  less  than  $150,000. 

Mr.  Mollohan.  In  North  Carolina,  you  are  talking  about 

Mr.  Bowles.  We  used  the  one-stop  shops  concept.  With  the 
North  Carolina  Self-Help  Credit  Union,  we  took  that  concept  and 
put  it  with  the  Microloan  program  to  provide  both  capital  in  the 
average  amount  of  $7,500,  and  technical  advice.  Again,  by  combin- 
ing the  two,  the  success  ratio  of  that  program  has  been  very,  very 
good. 

The  loan  loss  ratio  in  North  Carolina  Self-Help  Credit  Union  has 
been  very,  very  low.  What  we  are  trying  to  do  is  service  the  zero 
to  $25,000  market  in  the  Microloan  program. 
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We  are  going  to  set  up  some  small  business  lending  corporations 
that  will  service  the  market  from  $25,000  to  approximately 
$150,000.  Everyone  who  borrows  money  from  the  small  business 
lending  corporation  will  have  an  account  served  from  the  SBDC. 

With  the  SCORE  operation,  we  will  have  a  BIC.  So  again,  that 
will  reduce  our  risk  of  the  loan.  It  will  take  some  of  the  exposure 
out  and  it  will  also  increase  the  probability  that  that  small  busi- 
ness will  survive. 

Mr.  Mollohan.  You  are  starting  this  program  in  the 
empowerment  zones? 

Mr.  Bowles.  Yes,  sir,  we  are. 

Mr.  Mollohan.  Is  that  as  a  prototype?  Do  you  plan  to  test  it 
there  and  see  what  success  you  have  and  what  needs  to  be  refined? 
Do  you  plan  to  incorporate  it  in  all  of  your  operations  across  the 
country? 

Mr.  Bowles.  It  is  a  test  program  for  us.  We  want  to  see  how  it 
works.  But  basically,  it  is  bringing  together  the  advisory  services 
and  the  lending  services  and  putting  them  in  one  place  and  focus- 
ing that  effort. 

Mr.  Mollohan.  How  many  of  these  initiatives  are  you  going  to 
have  going  this  year? 

Mr.  Bowles.  In  1994  we  will  have  one.  That  will  be  in  Jamaica 
Queens,  New  York.  In  1995  we  will  open  up  nine  more  and  then 
we  will  reassess  from  there. 

Mr.  Mollohan.  What  part  is  the  SBDC  is  going  to  play  in  this 
coordination  effort? 

Mr.  Bowles.  The  SBDCs  will  play  a  very  vital  role.  They  will  be 
in  the  one-stop  capital  shops.  At  the  SBDC  organization  we  are 
working  to  buy  into  the  same  set  of  initiatives  and  goals  and  objec- 
tives that  the  SB  A  has. 

While  I  am  a  big  fan  of  the  SBDC  organization,  not  having  it  be 
a  part  of  the  SBA  makes  it  much  more  difficult  to  have  one  coordi- 
nated effort. 

Mr.  Mollohan.  So  you  would  anticipate  co-locating  all  of  these 
functions  in  one  location? 

Mr.  Bowles.  Yes,  absolutely. 

Mr.  Mollohan.  So  the  SBDCs  would  be  moved  from  where  they 
are  located  now? 

Mr.  Bowles.  Some  would  move  or  they  would  open  up  a  separate 
subcenter  in  the  area.  We  have  had  a  number  of  discussions  with 
them  and  they  are  very  excited  about  it. 

SMALL  BUSINESS  INSTITUTES 

Mr.  Mollohan.  Why  aren't  you  including  the  Small  Business  In- 
stitutes in  the  empowerment  zone  proposal? 

Mr.  Bowles.  We  haven't  requested  any  funding  for  the  Small 
Business  Institutes  at  all.  Again,  that  was  one  of  those  difficult  de- 
cisions that  we  had  to  make  in  taking  the  limited  capital  resources 
and  putting  them  where  we  felt  we  could  use  them  most  wisely. 

eliminating  direct  loans 

Mr.  Mollohan.  Okay.  Why  is  SBA  proposing  to  eliminate  all  of 
the  direct  general  business  loans,  because  of  the  leveraging  fea- 
tures you  were  talking  with  earlier? 
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Mr.  Bowles.  Yes,  sir.  We  can  leverage  ten  to  fifteen  times  your 
bang  for  your  buck.  That  is  number  one.  Next  year  we  could  make 
$496  million  in  loans  versus  $50  million  in  the  direct  lending  pro- 
gram this  year. 

In  addition  to  that,  my  staff  tells  me  that  there  are  few,  if  any, 
loans  we  would  have  made  last  year  under  the  direct  program  that 
would  not  have  been  made  under  the  guarantee  program. 

HANDICAPPED  LOANS 

Mr.  Mollohan.  Does  that  mean  types  of  borrowers  such  as 
handicapped  borrowers? 

Mr.  Bowles.  Yes,  sir,  even  with  the  buy  down  in  the  interest 
rate  in  the  handicap  loan,  we  only  made  119  handicap  loans  last 
year  for  $11.6  million.  And  that  is  nationwide.  That  is  almost  false 
advertising  to  say  you  have  a  program  when  that  is  all  you  are 
doing. 

REORGANIZATION 

Mr.  Mollohan.  In  your  reorganization  plan,  you  propose  trans- 
ferring at  least  210  employees  from  SBA  headquarters  to  district 
offices. 

How  will  this  impact  staffing,  and  just  for  example,  at  the  office 
in  Clarksburg,  West  Virginia? 

Mr.  Bowles.  Initially  it  will  have  no  impact  on  the  staffing  of  the 
SBA  office  in  Clarksburg,  West  Virginia.  Over  a  period  of  time,  it 
will  have  a  significantly  positive  impact  in  that  we  will  be  able  to 
eventually  transfer  people  from  the  regional  office  in  Philadelphia 
to  the  Clarksburg  district  office. 

Right  now  we  don't  even  have  enough  money  to  pay  for  voluntary 
transfers  from  Philadelphia  to  Clarksburg. 

Mr.  Mollohan.  So  right  now  this  transfer  plan  is  from  head- 
quarters to  the  regional  offices? 

Mr.  Bowles.  It  is  from  headquarters  to  the  districts,  and  it  is 
from  regional  offices  to  the  districts.  But  most  of  the  people  out  of 
the  regional  offices  are  going  to  the  district.  For  instance  people  in 
the  Philadelphia  regional  office  will  initially  go  to  the  Philadelphia 
district  office,  and  as  we  downsize  the  Philadelphia  district  office 
and  I  will  lose  a  person  there,  I  won't  replace  them  in  Philadelphia. 
I  will  replace  them  in  Clarksburg,  West  Virginia.  But  again,  that 
is  the  only  way  we  can  do  it  without  having  a  RIF. 

Mr.  Mollohan.  So  what  is  the  ultimate  vision  here?  What  do 
you  expect  the  organization  to  look  like  after  you  are  finished  with 
this  process? 

Mr.  Bowles.  We  expect  to  have  about  16  percent  fewer  people 
in  Washington.  We  expect  to  have  80  percent  fewer  people  in  the 
regions,  and  we  expect  to  have  about  17  percent  more  people  in  the 
districts  where  our  customers  are,  and  we  expect  an  overall  reduc- 
tion in  the  size  of  SBA  of  16. 1  percent. 

Mr.  Mollohan.  What  is  the  budgetary  impact  of  that?  Have  you 
played  that  out?  Are  there  savings  associated  with  that  or  is  it 
going  to  cost  you  more  money  to  operate  like  that  or  less? 

Mr.  Bowles.  No,  it  not  only  will  cost  us  less  money  because  we 
will  have  fewer  overall  people,  but  we  will  be  able  to  give  better 
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customer  service  because  we  will  have  more  people  in  Clarksburg 
to  deal  with  the  people  there. 

Mr.  Mollohan.  Have  you  looked  at  how  much  you  will  save? 

Mr.  Bowles.  I  don't  have  it  in  front  of  me  right  now,  but  yes, 
we  do  have  those  numbers. 

Mr.  Mollohan.  What  effect  will  it  have  on  the  personnel? 

Mr.  Bowles.  By  the  end  of  1995,  we  will  have  234  fewer  employ- 
ees. 

Mr.  Mollohan.  For  the  record,  could  you  get  the  savings  in- 
volved in  that? 

Mr.  Bowles.  Absolutely. 

[The  information  follows:] 

Reorganization  Savings 

Although  savings  as  a  result  of  the  reorganization  will  occur,  the  initial 
reassignments  will  be  from  Headquarters  and  the  Regions  to  District  Offices.  We 
now  estimate  that  the  cost  of  the  regions,  as  is,  is  approximately  $31  million.  After 
right  sizing  the  cost  will  drop  to  an  estimated  $9  million.  This  money  will  initially 
be  spent  in  the  process  of  redistribution  with  the  actual  savings  occurring  in  the 
out  years. 

USER  FEES 

Mr.  Mollohan.  With  regard  to  user  fees,  you  are  proposing,  for 
example,  I  think  a  $15  an  hour  user  fee  for  Small  Business  Devel- 
opment Centers  for  counseling. 

Mr.  Bowles.  Yes. 

Mr.  Mollohan.  Have  you  made  an  assessment  of  how  that  will 
impact  their  use? 

Mr.  Bowles.  Yes,  I  have.  Let  me  tell  you  why  we  are  doing  it 
and  then  the  impact  because  you  have  to  take  into  account  the  im- 
pact if  you  are  going  to  do  it. 

First,  the  theory  behind  it  is  that  a  lot  of  the  people  who  go  to 
an  SBDC  organization,  or  any  other  similar  organization  in  the  pri- 
vate sector,  if  they  are  not  charged  anything  for  the  time  they 
spend  there,  they  don't  do  very  much  homework  ahead  of  time. 

What  we  are  trying  to  do  is  to  encourage  that  small  business  to 
really  value  the  time  they  get  from  the  SBDC  officer.  If  they  have 
to  pay  something  for  it,  we  believe  they  will  spend  more  time  in 
advance  getting  themselves  ready  so  that  the  time  they  spend  with 
that  SBDC  officer,  they  will  be  getting  more  bang  for  their  buck. 

The  Commerce  Department  charges  fees  ranging  between  $10  an 
hour  and  $17.50  an  hour  for  similar  services  at  MB  DA.  The  SBDCs 
already  charge  on  average  a  $27.50  fee  for  people  who  go  through 
their  training  programs,  and  that  generates  about  $5.8  million. 

Mr.  Mollohan.  As  I  understand  it,  somebody  who  is  walking  off 
the  street  for  the  first  time  coming  in  and  sitting  down  in  counsel- 
ing is  paying  $15  an  hour  right  off  the  bat  under  this  proposal;  is 
that  correct? 

Mr.  Bowles.  That  is  correct. 

Mr.  Mollohan.  Have  you  made  any  assessment  on  whether  that 
would  be  a  deterrent  to  SBDC  customers? 

Mr.  Bowles.  Well,  our  forecast  calls  for  about  1.1  million  hours 
at  $15  an  hour  would  be  the  total  number  of  hours  that  would  be 
utilized  by  the  SBDC. 

Mr.  Mollohan.  Does  that  assume  a  reduction  in  the  use? 
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Mr.  Bowles.  Yes. 

Mr.  Mollohan.  What  reduction? 

Mr.  BOWLES.  Last  year  it  was  about  1.2  million  hours,  and  we 
estimate  that  it  would  have  grown  to  around  1.3  or  1.4  million 
hours,  if  in  fact  we  did  not  put  in  that  charge. 

Mr.  Mollohan.  What  are  your  projections  for  the  decrease  in  the 
use  of  the  SBDCs  as  a  result  of  the  imposition  of  the  $15  an  hour 
fee? 

Mr.  Bowles.  I  will  get  that  for  you. 

[The  information  follows:] 

SBDC  Counseling 

In  FY  1993  SBDCs  provided  slightly  less  than  1.2  million  hours  of  counseling.  We 

Eroject  this  number  to  be  just  over  1.2  million  in  FY  1994.  Our  fee  income  uses  a 
aseline  of  1.1  million  hours  for  FY  1995,  a  decrease  of  approximately   100,000 
hours. 

Mr.  Mollohan.  How  much  money  do  you  anticipate  raising  with 
the  $15  an  hour  fee? 

Mr.  Bowles.  We  expect  to  generate  $17  million. 

Mr.  Mollohan.  Will  the  SBDC  keep  that  money? 

Mr.  Bowles.  We  have  assumed  that  that  money  would  come 
back  to  the  SBA. 

Mr.  Mollohan.  Under  the  law,  can  that  money  come  back  to  the 
SBA,  or  does  it  have  to  go  to  general  revenues? 

Mr.  Bowles.  I  don't  know  the  answer  to  that. 

Mr.  Mollohan.  If  you  could  find  out  and  submit  it  for  the 
record,  I  would  appreciate  it. 

Mr.  Bowles.  Sure. 

[The  information  follows:] 

SBDC  Fee 

We  are  proposing  that  the  $15  per  hour  fee  be  remitted  to  the  SBA  salary  and 
expense  fund.  We  will  then  use  these  collections  to  offset  the  expenses  of  the  Agen- 
cy. 

MINORITY  BUSINESS  DEVELOPMENT  CENTERS 

Mr.  Mollohan.  Are  you  familiar  with  the  Minority  Business  De- 
velopment Centers  funded  under  the  Department  of  Commerce  and 
this  Subcommittee? 

Mr.  Bowles.  To  some  extent. 

Mr.  Mollohan.  Do  you  coordinate  efforts  with  that  agency? 

Mr.  Bowles.  Historically,  not  nearly  as  well  as  you  would  think 
they  should.  We  have  plans  to  redesign  our  8  (a)  program.  It  is  a 
program  that  hasn't  been  managed  very  well  historically.  The  rec- 
ommendation we  are  coming  to  the  Congress  with  is  a  coordinated 
program  with  the  Minority  Business  Development  Agency  at  the 
Department  of  Commerce. 

Mr.  Mollohan.  You  have  a  legislative  proposal  to  do  that? 

Mr.  Bowles.  We  hope  to  give  it  to  you  within  30  days. 

Mr.  Mollohan.  Before  the  authorizing  committees? 

Mr.  Bowles.  Yes,  sir. 

Mr.  Mollohan.  The  Minority  Business  Development  Agency — 
are  they  cooperating  with  you  in  that? 

Mr.  Bowles.  Yes,  they  are.  We  have  had  a  number  of  meetings 
with  the  folks  over  there,  and  it  has  been  very  successful. 
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Mr.  Mollohan.  What  association  are  you  going  to  propose? 

Mr.  Bowles.  I  don't  want  to  get  ahead  of  myself  in  this,  but  basi- 
cally the  8  (a)  program  has  been  a  very  poorly  managed  program. 
It  takes  up  to  two  years  to  get  in  the  program.  The  forms  and  the 
bureaucratic  structure  you  have  to  go  through  to  get  into  it  are 
truly  a  nightmare  and  a  terrible  expense  to  the  people  involved. 

Once  somebody  gets  in  the  program,  it  takes  up  to  two  years  be- 
fore you  get  your  first  contract.  Less  than  half  of  the  people  in  the 
program  ever  get  a  contract.  The  business  development  advice  that 
we  give  to  people  in  the  program  is  very  poor. 

Therefore,  at  the  end  of  a  nine-year  period,  over  40  percent  of  the 
companies  in  the  program  fail  in  their  first  year  of  operation.  That 
is  not  a  very  successful  program. 

What  we  are  going  to  do  is  focus  on  a  couple  of  areas.  First,  we 
are  going  to  try  to  focus  on  those  businesses  that  are  truly  entre- 
preneurs and  not  yet  real  companies,  and  provide  a  different  kind 
of  business  advisory  service  to  those  businesses.  With  companies 
that  are  able  to  really  manage  a  contract  and  have  proven  they  can 
do  that,  we  are  going  to  focus  on  providing  contract  advice,  busi- 
ness development  advice  and  also  capital  assistance. 

We  will  be  using  the  folks  in  MBDA  to  help  on  the  business  de- 
velopment advice  for  both  the  entrepreneurs  and  the  existing  cor- 
porations. 

Mr.  Mollohan.  So  you  are  undertaking  quite  a  close  coordina- 
tion with  the  Minority  Business  Development  Agency? 

Mr.  Bowles.  Absolutely.  We  are  trying  not  to  duplicate  what 
they  already  have  there. 

Mr.  Mollohan.  Mr.  Rogers  asked  a  couple  of  questions  about  the 
EDA  jurisdiction  and  the  SBA's  jurisdiction  and  how  that  was  over- 
lapping. I  would  imagine  that  EDA's  geographical  jurisdiction  is 
much  more  limited  than  SBA's.  Would  that  be  correct?  You  operate 
in  many  areas  of  the  country  that  EDA  might  not  be  as  active? 

Mr.  Bowles.  I  don't  know  the  answer  to  that  question. 

7  (A)  BUSINESS  LOANS 

Mr.  Mollohan.  With  regard  to  the  7  (a)  business  loans,  the  pro- 
posed $9  billion  program  level  for  the  7  (a)  business  loans  program 
for  fiscal  year  1995  includes  a  carryover  of  $1.5  billion. 

What  is  the  source  of  this  carryover  and  how  are  you  sure  that 
it  will  materialize? 

Mr.  Bowles.  It  is  multi-year  carryover  from  1993.  It  is  about 
$38.5  million  budget  authority  subsidy  from  1994  that  we  will  be 
carrying  over.  We  have  done  an  analysis  based  on  usage  to  date  as 
to  how  much  we  believe  we  will  use  this  year,  and  it  will  be  in  that 
area,  plus  or  minus. 

Mr.  Mollohan.  Okay.  How  is  the  current  demand  for  the  7  (a) 
program  compared  to  1993? 

Mr.  Bowles.  It  is  pretty  good.  It  is  up  14  percent.  Through  Janu- 
ary it  was  $2.3  billion  versus  $2  billion  last  year. 

Mr.  Mollohan.  Do  you  have  any  anticipation  of  running  out  of 
funds  this  year? 

Mr.  Bowles.  Absolutely  not.  I  made  a  commitment.  We  are  going 
to  manage  this  program  in  a  manner  that  you  can  be  proud  of. 
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Mr.  Mollohan.  Okay.  Well,  thank  you,  Mr.  Bowles,  for  your  tes- 
timony. We  will  have  some  questions  that  we  will  put  in  the  record 
and  we  appreciate  your  appearance  here. 

Mr.  Bowles.  Thank  you.  I  look  forward  to  answering  them. 

[The  following  questions  were  submitted  to  be  answered  for  the 
record:] 
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QUESTIONS  FOR  THE  RECORD 
FY  1995  BUDGET 

Chairman  Smith 


Request  to  OMB 


Question:         What  was  your  budget  request  to  OMB  in  both  dollars  and 

positions  for  the  various  SBA  programs?   What  items  did  OMB 
eliminate  from  this  request,  and  what  will  be  the  programmatic 
impact? 

Answer  Our  budget  submission  to  OMB  this  year  was  different  from 

traditional  submissions.    Rather  than  formally  proposing  certain 
program  levels  and  then  bargaining  with  OMB  before  reaching 
agreement,  we  sat  down  together  from  the  beginning  and  reached 
a  consensus  on  how  best  to  fund  our  requirements  while  still 
maintaining  a  firm  commitment  to  reducing  the  deficit.    I  can 
tell  you  that  our  starting  point  was  $900  million  and,  as  you 
know,  we  arrived  at  a  final  request  of  $806  million.    This  gap 
was  breached  by  the  application  of  $26  million  in  user  fees,  a 
$40  million  reduction  in  disaster  operating  expenses,  and 
approximately  $25  million  in  reduced  business  program  subsidies 
which  came  primarily  from  our  Investment  Programs.    At  the 
time  of  this  budget  submittal  we  estimated  a  significant 
carryover  in  the  disaster  program  which  would  allow  us  to  scale 
back  our  request   in  FY  1995.    It  now  appears  that  this  carryover 
may  not  materialize. 


Status  of  Authorization 


Question:         What  is  the  total  amount  of  fees  generated  for  each  of  your  fee 
proposals?   What  impact  will  occur  on  your  programs  if 
Congress  does  not  permit  the  agency  to  charge  these  fees? 

Answer  A  new  user  fee  to  loan  borrowers  is  proposed  by  the  SBA  to 

help  recover  the  administrative  expenses  of  certain  agency 
activities  such  as  the  subordination  of  liens,  loan  assumptions, 
reamortization  of  loans,  and  substitution  of  collateral.    A  user  fee 
of  approximately  $75  per  loan  per  transaction  would  be  assessed. 
This  assessment  is  consistent  with  standard  commercial  lending 
practices,  where  borrowers  are  routinely  charged  amounts 
ranging  from  $200-$300,  and  is  expected  to  generate  a  total  of 
$7.2  million. 
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Other  proposed  user  fees  include:    a  fee  for  counseling  to  Small 
Business  Development  Centers  (SBDCs);  a  fee  for  SBA 
publications;  and  a  fee  to  defray  a  portion  of  the  costs  associated 
with  the  Agency's  computer-based  electronic  bulletin  board 
(SBA-On-Line).    Each  of  these  provide  a  valuable  service  to  our 
customers. 

SBDCs  provide  management  and  technical  assistance  to  small 
businesses  through  counseling  and  training  workshops.    We 
propose  to  establish  a  $15  per  hour  fee  for  SBDC  customers. 
The  SBDC  user  fee  will  be  based  on  the  number  of  hours 
utilized  for  counseling  purposes  and  is  expected  to  generate  $17 
million  per  year.   This  will  encourage  the  full  participation  of 
the  client  as  a  result  of  his/her  own  investment  of  time  and 
money. 

The  Agency  plans  to  establish  a  nominal  charge  for  publications 
distributed  by  SBA  to  help  offset  the  costs  of  a  planned  increase 
in  dissemination.    These  charges  would  range  from  about  $.50  to 
$1.50  per  publication.    We  expect  these  increases  to  generate 
$1.2  million  in  revenues. 

The  final  fee  involves  charging  users  for  certain  optional  features 
on  the  Agency's  first  computer-based  electronic  bulletin  board. 
This  service  (SBA  On-Line)  provides  immediate,  around-the- 
clock  access  to  information  on  SBA's  services,  publications  and 
programs,  and  provides  users  access  through  electronic  gateways 
to  other  bulletin  boards  that  contain  information  important  to 
small  businesses.    The  current  1-800-number  was  provided  to 
SBA  at  no  cost  for  the  first  year  only.    Due  to  the  overwhelming 
response  to  this  service  (approximately  800,000  calls  received 
since  last  year),  the  1-800  number  in  FY  1995  will  only  be 
provided  for  initial  access  to  SBA's  general  information.    Users 
who  wish  to  access  other  bulletin  boards  through  the  electronic 
gateways  or  who  want  to  post  and  receive  messages,  will  be 
assessed  a  user  fee.    This  fee  is  expected  to  generate  $1  million 
in  revenues  to  offset  the  expected  $1.5  million  cost  of  providing 
this  service. 

If  this  legislative  authority  is  not  enacted,  the  Agency  would 
require  an  additional  $26.4  million  appropriation  to  maintain  our 
requested  programs. 
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Empowerment  Zones 
Question: 


Will  subsidy  rates  for  loans  be  higher  in  the  empowerment 
zones,  and,  if  so,  won't  that  make  the  entire  business  loan 
program  more  costly? 


Answer:  Yes.   The  subsidy  rates  for  7(a)  loans  and  Microloans  will  be 

twice  that  as  under  the  regular  program,  while  504  loans  will  be 
four  times  the  rate.    However,  these  higher  rates  affect  the 
blended  rate  for  the  overall  programs  only  slightly. 


Question:         How  will  SBDCs  be  able  to  deliver  their  services  in 

empowerment  zones  under  your  budget  proposal  when  their 
funding  is  being  cut  by  over  $5  million  in  FY  1995? 

Answer  SBDCs  will  be  located  in  One-Stop  Capital  Shops  within  the 

Empowerment  Zones.    The  winning  entity  that  will  manage  the 
One-Stop  Capital  Shop  has  certain  funding  obligations.   Included 
in  these  obligations  are  funding  for  the  physical  facilities  to 
house  the  One-Stop  Capital  Shop,  as  well  as  funding  for  all 
overhead  expenses,  including  staffing.   It  is  expected  that  some 
SBDCs  within  the  Empowerment  Zones  may  be  utilized,  as  well 
as  some  being  relocated  to  the  Empowerment  budget  for  the 
SBDC  Program,  and  not  adversely  impact  delivery  of  services. 


Question:         Are  you  proposing  that  the  SBDCs  charge  a  fee  for  counseling 
in  the  empowerment  zones? 

Answer  It  is  envisioned  that  the  One-Stop  Capital  Shops  will  be  located 

in  designated  economically  distressed  areas  within  the 
Empowerment  Zones.   That  being  the  situation,  at  this  time  we 
do  not  anticipate  charging  fees  for  counseling  services  in 
economically  distressed  areas. 

Question:         I  understand  SBA  proposes  to  consolidate  a  number  of  your 

program  resources  in  "one  stop  shops."    What  are  the  elements 
of  this  initiative? 

Answer  The  SBA  plans  to  fully  utilize  its  existing  successful  business, 

technical,  and  financial  assistance  programs  to  support  our  efforts 
in  the  empowerment  zones.   These  programs  include  SBDC, 
SCORE,  Business  Information  Centers  (BICs),  Microloans  and 
Microloan  grants,  7(a)  loans,  SBIC  debenture  guarantees,  SSBIC 
debenture  guarantees,  and  504  Development  Company  loans.   In 
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addition,  program  expertise  from  our  Women's,  Veteran's, 
International  Trade  and  Minority  Small  Business  programs  will 
be  used  in  the  training  of  staff  and  will  be  made  available  to 
one-stop  shop  clients  as  needed. 


Question:  How  does  the  Commerce  Department  fit  into  the  "one-stop  shop" 
proposal?  Have  you  coordinated  this  proposal  with  EDA  and  the 
Minority  Business  Development  Agency? 

Answer  The  community  applying  for  the  one-stop  shop  is  responsible  for 

putting  together  the  plan  of  what  services  should  be  included  and 
are  encouraged  to  identify  all  local,  state,  and  Federal  resources 
and  private-sector  providers  and  consider  co-locating  such 
resources  and  programs  within  the  One-Stop  Capital  Shop.   We 
anticipate  that  the  Department  of  Commerce's  service  will  be 
included  in  the  plans  submitted  by  numerous  communities.   The 
purpose  is  not  to  duplicate  services  among  Federal  agencies  but 
to  complement  each  others  services. 


Question:         I  understand  that  SBA  expects  to  use  outside  resources  for  the 
empowerment  zone  initiative.   What  type  of  outside  resources 
would  be  used,  and  how  much  of  the  total  funding  will  these 
outside  resources  be  expected  to  provide? 

Answer  It  is  up  to  the  applicant  to  assess  the  needs  of  the  community 

and  determine  what  other  resources  it  can  marshall  to 
complement  SBA's  resources.   Each  shop  will  be  comprised 
differently.   In  their  strategic  plan,  applicants  will  identify  which 
state  and  local  resources,  private  sector  providers  of  business 
development  services  and  financing  they  will  bring  into  their  one 
stop  shop.   In  addition,  some  applicants  plan  to  get  attorneys  and 
accountants  to  volunteer  their  services.    Some  local  governments 
have  indicated  that  they  may  locate  their  business  licensing 
agencies  in  their  one-stop  shop.   The  only  limitation  will  be  the 
creativity  of  the  applicant.   Applicants  can  use  HHS  Title  XX 
funds  as  well  as  HUD's  CDBG  and  Section  108  funding  for  the 
empowerment  zone/enterprise  community  initiative,  including  the 
One-Stop  Capital  Shop. 
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Question:         If  "one  stop  shops"  are  such  a  good  idea,  why  are  you  proposing 
to  establish  them  only  in  empowerment  zones? 

Answer  The  areas  designated  as  EZs  (empowerment  zones)  or  ECs 

(enterprise  communities)  are  economically  distressed  areas  that 
have  been  underserved.    The  services  that  will  be  offered  in  the 
one-stop  shops  are  currently  available  in  all  of  our  district 
offices,  but  the  purpose  of  the  one-stop  shop  is  to  bring  the 
services  to  the  clients  who  need  them  most  and  many  them  with 
local  government  and  private  sector  services  to  best  serve  the 
customer.   Depending  on  future  availability  of  funds,  this 
initiative  may  be  expanded  in  areas  outside  the  EZs  or  ECs. 

Question:         You  are  requesting  an  increase  of  $6.8  million  in  the  Salaries 
and  Expenses  account  to  support  your  empowerment  zone 
initiative.   These  funds  would  be  used  for  project  management 
export  assistance  centers  and  business  information  centers.    What 
kinds  of  specialized  management  assistance  and  counseling  will 
these  centers  provide? 

Answer.  We  are  requesting  $1,725  million  in  FY  1995  to  cover  the 

salaries  and  expenses  of  the  SBA  employees  who  will  be 
assigned  to  the  9  one-stop  capital  shops.   In  addition,  we  will 
establish  a  Business  Information  Center  (BIC)  in  each  one-stop 
shop  at  a  cost  of  $80,000  each  (SBA  share)  for  a  total  of 
$720,000.   The  cost  for  the  empowerment  zone  one-stop  shop 
initiative  for  FY  1995  will  be  $2,445  for  salaries  and  expenses 
and  the  BICs. 


The  Export  Assistance  Centers  will  not  be  part  of  the  one-stop 
shop  initiative.    These  centers  will  be  located  in  cities  with 
major  export  related  activities.   The  $3.2  million  requested  for 
FY  1995  is  SBA's  share  (Exim  Bank  and  Commerce  will  also 
provide  funds)  for  10  new  export  centers. 

SBA  employees  in  the  one-stop  shops  will  be  trained  to  provide 
clients  with  complete  SBA  program  information  as  well  as  refer 
them  to  the  proper  resources  within  the  shop  for  business 
counseling  for  financial  assistance.   The  BIC  provides  the  latest 
in  high-technology  hardware,  software,  and  telecommunications 
to  assist  small  businesses.   BICs  use  state-of-the-art  personal 
computers,  graphics  workstations,  CD-ROM  technology  and 
interactive  videos  which  allow  clients  access  to  market  research 
data  bases,  planning  and  spreadsheet  software,  and  vast  libraries 
of  information  to  help  them  start  or  expand  their  business. 
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QUESTIONS  FOR  THE  RECORD 
FY  1995  BUDGET 


BUSINESS  LOANS  PROGRAM  ACCOUNT 


MICRO  Loans 

Question:         Why  is  the  agency  proposing  to  change  the  MICRO  Loan 
program  to  a  guaranteed  loan  program? 

Answer  This  is  consistent  with  our  effort  to  eliminate  direct  lending  by 

the  SBA,  in  favor  of  guaranteed  lending.    Our  estimate  is  that 
the  subsidy  rate  for  this  program  as  a  guarantee  program  would 
be  12.16  percent.   This  relatively  high  rate  is  primarily  due  to 
two  things.    First,  our  proposed  program  will  have  a  higher  SBA 
share.    Second,  since  we  have  virtually  no  experience  in  this 
type  of  lending,  therefore,  a  conservative  estimate  was  used. 
We  fully  expect  that  over  time  the  subsidy  rate  for  the  microloan 
guarantee  program  would  move  much  closer  to  that  of  our  other 
guarantee  programs.    This  is  supported  by  our  experience  with 
the  direct  microloan  program  subsidy  rate  which  declined  from 
16  percent  to  12  percent  within  just  one  year. 

We  have  developed  a  method  of  program  delivery  that  we  feel 
will  be  acceptable  to  all  types  of  lenders  and  will  allow  us  to 
continue  to  meet  the  original  needs  of  this  valuable  program. 
The  guarantee  program  will  not  increase  the  cost  of  funds  to  the 
intermediary  lender.    The  intermediary  would  continue  to  make 
loans  directly  to  the  small  businesses  under  the  same  terms  and 
conditions  currently  used  in  our  microloan  direct  program. 


Question:         Would  you  need  legislation  to  convert  the  MICRO  Loan 

program  to  solely  a  guaranteed  program,  and,  if  so,  what  is  the 
status  of  that  legislation? 


Answer  Yes,  the  legislation  to  convert  the  Microloan  direct  program  to  a 

guarantee  program  is  in  the  final  stage  of  development. 
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Question:         Do  you  have  the  support  of  the  prospective  applicants  and  the 
lending  industry  to  make  this  change? 


Answer  We  have  reviewed  the  proposed  guaranty  program  with 

representation  of  the  industry,  and  they  have  indicated  a 
willingness  to  work  with  us  in  developing  the  program. 


503  Prepayment  Penalty 


Question:         SBA  is  requesting  an  additional  $30  million  to  be  used  to  adjust 
the  503  prepayment  penalty  to  that  of  the  agency's  current  504 
program.    Businesses  that  received  section  503  loans  each  legally 
agreed  to  the  prepayment  penalty.   Why  should  the  Government 
make  a  special  concession  at  this  time? 

Answer  The  current  prepayment  penalty  is  so  egregious  that,  if  any 

private  financial  organization  tried  to  impose  it  on  small  business 
men  and  women,  Congress  would  take  swift  action  to  remedy 
the  situation.   But  more  importantly,  relief  from  an  onerous  debt 
burden  will  free  up  resources  for  small  businesses  to  grow, 
expand,  hire  new  employees,  produce  greater  revenue.    Our  most 
recent  study  indicates  an  $18  to  20  million  increase  in  taxable 
revenue  in  the  next  four  years  if  we  move  to  replace  this  penalty. 


Question:         What  is  the  essence  of  your  503  prepayment  penalty  plan,  and 
how  does  it  compare  with  other  proposals? 

Answer  The  Administration's  proposal  is  similar  to  many  of  the  bills 

introduced  in  this  Congress  to  reduce  the  503  prepayment 
penalty.   In  fact,  the  Agency's  proposal  is  based  on  some  of  the 
key  elements  in  these  bills,  as  well  as  the  results  of  many 
interagency  discussions  and  meetings,  the  needs  of  503 
borrowers  and  existing  budget  constraints. 

Following  is  a  summary  of  the  plan's  major  provisions: 

o  Payment  -  replaces  the  503  prepayment  formula  with  the 

current  fairer  and  less  onerous  504  prepayment  penalty 
formula. 

o  Opportunity  -  503  borrowers  with  the  highest  interest 

rates  (above  12  percent)  would  be  able  to  apply  first. 
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o  Authorization  -  The  SB  A  is  requesting  $30  million  in 

budget  authority  to  defray  the  costs  of  the  prepayment 
penalty  for  503  borrowers. 

o  Available  credit  -  This  plan  allows  503  borrowers  to 

refinance  using  the  SBA's  504  program. 

Chairman  LaFalce's  bill,  H.R.  3655: 

o  Payment  -  allows  the  SBA  to  "buy-down"  the  interest  rate 

on  503  debentures,  SBIC  debentures,  and  SSBIC 
debentures. 

o  Opportunity  -  after  the  first  year,  503  borrowers  who 

want  to  prepay  would  be  able  to  "bid"  on  the  percentage 
of  prepayment  penalty  they  are  willing  to  pay. 

o  Authorization  -  it  is  a  multi-year  solution  that  requires  an 

annual  appropriation  of  funds 

o  Available  Credit  -  allows  503  borrowers  to  refinance 

using  the  SBA's  504  program. 

Congresswoman  Meyer's  bill,  H.R.  1057: 

o  Payment  -  replaces  the  existing  503  prepayment  formula 

with  a  revised  one  that  is  more  complex  than  the  504 
prepayment  penalty  formula. 

o  Opportunity  -  503  borrowers  would  have  two  years  to  act. 

o  Authorization  -  allows  SBA  to  carry  over  existing  503 

guarantee  authority  to  the  504  program  so  that  no  new 
budget  authority  is  needed  for  the  rollover  into  the  504 
program.    The  SBA  would  pay  the  costs  of  prepaying  the 
penalties  out  of  its  annual  budget  authority. 

o  Available  credit  -  allows  503  borrowers  to  refinance 

using  the  SBA's  504  program. 

Congressman  Machtley's  bill,  H.R.  2130: 

o  Payment  -  allows  borrowers  either  a  buy-down  of  the 

interest  rate  or  the  opportunity  to  pay  a  revised 
prepayment  penalty  formula. 

o  Opportunity  -  allows  borrowers  up  to  5  years  to  act  on 

this  proposal. 
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o  Authorization  -  provides  no  direct  authorization  of  funds. 

o  Available  credit  -  does  not  allow  503  borrowers  to 

refinance  using  the  SBA's  504  program. 

Senator  Hatfield's  bill,  S.  737: 

o  Payment  -  replaces  the  current  503  prepayment  penalty 

formula  with  a  new  one  that  is  based  on  the  SBA's  504 
program. 

o  Opportunity  -  there  is  no  specific  window  of  opportunity 

in  this  bill. 

o  Authorization  -  provides  no  budget  authority. 

o  Available  credit  -  does  not  allow  503  borrowers  to 

refinance  using  the  SBA's  504  program. 

Question:         Last  fall,  when  the  section  503  prepayment  problem  was  brought 
to  the  Committee's  attention,  we  were  told  by  the  Administration 
and  CBO  that  the  cost  of  fixing  the  problem  was  in  excess  of 
$100  million.    Will  the  $30  million  that  you're  requesting  be 
sufficient? 


Answer  OMB  and  CBO's  estimates  assumed  that  every  loan  in  the 

portfolio  would  be  prepaid.   In  practice  the  only  borrowers  who 
would  find  it  financially  advantageous  to  refinance  would  be 
those  who  could  shave  several  percentage  points  off  of  their  rate. 
Because  a  large  portion  of  the  portfolio  has  interest  rates  that  are 
not  enough  higher  than  a  new  rate,  only  those  borrowers  on  the 
upper  end  of  the  rate  scale  would  be  interested  in  refinancing. 
In  addition,  not  all  borrowers  would  be  eligible  for  refinancing 
under  our  existing  credit  guidelines.   Therefore,  we  believe  it  is 
possible  the  $30  million  would  be  sufficient. 


SBIC/SSBIC 


Question:         You  are  requesting  $500  million  for  the  new  participating 

securities  program.    This  is  an  increase  of  $300  million  from  the 
program  level  of  $200  million  in  FY  1994.    What  is  the  reason 
for  such  a  huge  increase? 

Answer  The  participating  securities  program  is  new,  and  will  be 

implemented  upon  publication  of  regulations  which  have  now 
been  cleared.    As  a  result,  the  program  was  not  expected  to  be  in 
effect  for  the  full  year  of  FY  1994.   For  FY  1995,  the  budgeted 
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increase  in  program  level  primarily  reflects  the  difference 
between  a  full  year's  requirement  and  the  partial  year  of  the 
program  in  FY  1994. 


Question:         The  Congress  rescinded  $4.1  million  of  credit  subsidy  budget 
authority  for  this  program  as  part  of  the  offsets  for  the 
Emergency  Supplemental  Appropriations  Act  for  the  Los 
Angeles  Earthquake.    Congress  rescinded  these  funds  because  the 
demand  for  the  program  has  not  materialized  during  FY  1994. 
Why  do  you  expect  the  demand  to  be  so  much  higher  next  year? 

Answer  Actual  clearance  of  the  participating  securities  regulations  is  now 

expected  later  in  FY  1994  than  was  contemplated  when  the 
budget  was  authorized.  Consequently,  not  all  the  FY  1994 
program  level  will  be  used. 


Question:         What  is  the  status  of  the  proposed  regulations  for  the  SBIC 
program? 

Answer  The  proposed  new  regulations  for  the  SBIC  program  have  now 

been  cleared  by  OMB. 


Credit  Program  Initiatives 

Question:         How  does  SBA's  low  documentation  pilot  program  work?   Based 
upon  experience  to  date,  could  it  be  expanded  to  other  areas  of 
the  country? 

Answer  The  Low  Documentation  Program  (LOWDOC)  is  the  SBA's 

response  to  our  customer's  insistent  demand  for  a  simplified  loan 
application  package  for  small  businesses  requiring  financing 
under  $100,000.    We  developed  a  one-page  form  that  serves  as 
both  the  small  business'  loan  application  and  the  lender's  request 
for  SBA's  guarantee.    This  form  asks  the  minimum  questions 
required  to  make  a  credit  decision  on  this  type  of  loan. 

The  LOWDOC  application  is  submitted  to  SBA  through  one  of 
our  participating  lenders.    However,  due  to  the  streamlined 
application  process,  the  review  that  we  conduct  is  a  personal 
credit  review  rather  than  our  normal  business  credit  analysis.    If 
the  loan  amount  is  less  than  $50,000,  the  lender  agrees  to  service 
and  liquidate  the  loan. 

We  began  our  pilot  of  the  LOWDOC  application  in  San 
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Antonio,  and  then  expanded  it  to  the  rest  of  Texas,  Louisiana, 
Arkansas,  Oklahoma  and  New  Mexico.   We  are  now  evaluating 
the  results  of  the  pilot.    If  a  favorable  report  is  made,  we  expect 
to  roll  this  program  out  to  the  rest  of  the  country  by  next  quarter. 

We  have  found  that  many  small  banks  who  previously  did  not 
consider  making  small  loans  because  of  the  expense  associated 
with  the  paperwork  required  for  an  SBA  guaranty  are  welcoming 
the  opportunity  to  offer  7(a)  assistance  to  those  businesses 
needing  less  than  $100,000.    Our  average  loan  approved  under 
LOWDOC  is  about  $47,000.    A  typical  business  receiving  a 
LOWDOC  loan  has  four  employees.    Of  the  LOWDOC  loans 
made  thus  far,  1 8  percent  (in  round  numbers)  have  gone  to 
women-owned  businesses  and  24  percent  have  gone  to  minority- 
owned  businesses. 

It  appears  from  all  empirical  data  available  to  us  so  far  that  this 
program  is  a  hugh  success  and  will  meet  its  intended  goals. 


Question:         Please  describe  the  features  of  the  Loan  Express  Program. 

Answer  The  Loan  Express  pilot  program  has  been  developed  with  the 

cooperation  of  several  lenders.   The  program  is  for  loans  of 
$100,000  and  less;  will  use  all  of  the  lenders  loan 
documentation,  including  application  and  legal  forms.    Working 
under  a  like  PLP  status,  the  lenders  will  process,  approve, 
service  and  liquidate  all  loans.    The  guaranty  on  this  program 
will  be  limited  to  50  percent.   The  potential  Loan  Express 
lenders  are: 

Chase  Manhatten 

Chemical  Bank 

Citibank 

Nations  Bank 

Bank  One 

Wells  Fargo 

Bank  of  Boston 

Bank  of  America 

Omni 

Barnet  Bank  of  Florida 

Pittsburgh  National  Bank 

Question:         What  are  the  changes  to  SBA's  working  capital  and  line  of  credit 
programs  which  the  agency  has  recently  initiated?   What  makes 
you  think  these  changes  will  make  these  programs  work  better 
than  they  have  in  the  past? 
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Answer  Previously,   the  Agency  had  developed  their  revolving  lines  of 

credit  using  term  loan  criteria  rather  than  traditional  asset  base 
lending  criteria.   In  doing  so,  the  programs  did  not  make 
available  credit  to  those  companies  that  did  not  meet  term 
lending  ratios,  etc.   The  new  program,  developed  with  the 
assistance  of  lenders  and  commercial  asset  base  servicing 
companies  has  been  developed  to  be  of  service  to  small 
businesses  that  can  meet  traditional  asset  base  lending  credit 
criteria  and  collateral  monitoring  practices.   We  believe  that  the 
new  program  will  better  serve  the  small  business  community. 

DISASTER  LOANS  PROGRAM  ACCOUNT 


Increased  Interest  Rate 

Question:         What  is  the  current  interest  rate  being  charged  on  disaster  loans? 
Answer  The  interest  rates  charged  on  Disaster  loans  are  as  follows: 

-  Homeowners  without  credit  elsewhere  3.625  percent 

-  Homeowners  with  credit  elsewhere  7.25  percent 

-  Businesses  without  credit  elsewhere  4.00  percent 

-  Businesses  with  credit  elsewhere  7.70  percent 

-  Non-Profit  organizations  without  credit  elsewhere  4.00 

percent 

-  Non-Profit  organizations  with  credit  elsewhere  7.125 
percent 

-  Economic  Injury  Businesses  and  Small  Agricultural 
Cooperatives  without  credit  elsewhere  4.00  percent 

-  No  loans  are  made  to  these  business  entities  with  credit 
elsewhere. 


Question:         What  is  the  Treasury  rate  that  was  used  to  calculate  the 
increased  rate  that  you  propose  to  charge  borrowers? 

Answer  When  we  computed  the  FY  1995  subsidy  rates,  we  used  a 

Treasury  interest  rate  of  5.9  percent  plus  1  percent  for  a  total  of 
6.9  percent.   Our  proposed  disaster  initiative  is  to  charge  the 
borrowers  the  Treasury  market  rate  plus  one  point. 
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Question:         What  is  the  interest  rate  that  is  currently  being  used  in  the 
subsidy  model  for  disaster  loans? 


Answer  The  weighted  average  interest  rate  used  in  the  current  subsidy 

model  is  4.5  percent. 


Increased  Cap  on  Disaster  Business  Loans 


Question:         Last  year  Congress  increased  the  cap  on  disaster  business  loans 
from  $500,000  to  $1.5  million.   What  was  the  effect  of  this 
action  on  your  Disaster  Business  Loan  Program? 

Answer:  Through  February  24,  1994,  122  loans  had  been  made  in  14 

states  for  amounts  over  $500,000.    The  total  of  these  loans  was 
$110  million. 


Question:         Is  the  current  ceiling  sufficient  to  address  the  demand  for 

disaster  business  loans  in  the  Los  Angeles  area  as  a  result  of  the 
recent  earthquake? 

Answer  As  of  today  we  believe  it  is. 
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SAI.ARIF.S  &  EXPENSES 


Pay  Raises 
Question: 

Answer: 


Question: 


Answer 


What  is  the  cost  of  locality  pay  to  the  agency  in  FY  1994,  and 
how  is  this  being  funded? 

We  are  projecting  a  $5.1  million  cost  for  locality  pay.    This 
amount  will  be  absorbed  by  the  agency  through  continued 
personnel  reductions  and  cut  backs  in  other  object  classes  such 
as  travel  and  training. 

Is  there  any  increase  in  the  agency's  FY  1995  request  for 
annualizing  the  FY  1994  cost? 


No. 


Question: 


Answer 


Is  there  any  increase  included  in  the  FY  1995  budget  request  for 
a  locality  pay  raise  or  cost-of-living  pay  raise  for  agency 
employees  in  FY  1995? 

Our  FY  1995  salary  and  expense  request  is  1.6%  higher  than  our 
1994  budget.    This  amount  represents  annual ization  of  within 
grade  increases  and  pay  raises  but  does  not  include  a  request  for 
locality  or  cost-of-living  pay  raises. 


Small  Business  Development  Centers 


Question:  You  are  proposing  to  reduce  funding  for  the  SBDCs  from  $71.7 
million  to  $67  million.  What  impact  will  this  reduction  have  on 
the  ability  of  SBDCs  to  deliver  services? 

Answer  Since  the  SBDC  program  has  received  consistent  funding,  a 

redirection  of  a  portion  of  their  FY  1995  resources  should  have  a 
minimal  impact  on  their  ability  to  continue  to  serve  their 
customers.    However,  the  effect  of  this  reduction  can  be  offset  in 
two  ways.    First,  our  proposed  user  fee  is  projected  to  bring  in 
$17  million  during  FY  1995.    Secondly,  to  the  extent  that  the 
nine  planned  One-Stop  Capital  Shops  utilize  SBDC  subcenters, 
they  will  pick  up  the  cost  of  housing  those  subcenters. 
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Question:         Your  budget  proposes  a  fee  for  SBDC  services.   I  believe  this 
proposal  is  similar  to  one  in  the  budget  last  year  that  was  not 
approved  by  the  Congress.    Why  are  you  making  this  proposal 
again  this  year? 

Answer  The  anticipated  $17  million  to  be  generated  by  the  fees  will  be 

used  to  cover  costs  in  the  program  to  offset  our  overall 
administrative  budget  requirement. 


Question:         Under  your  proposal,  why  aren't  the  SBDCs  permitted  to  keep 
the  anticipated  $17  million  in  fee  collections? 

Answer:  The  anticipated  $17  million  to  be  generated  by  the  fees  will  be 

used  to  cover  costs  in  the  program  to  offset  our  overall 
administrative  budget  requirement. 


Question:         How  is  the  $677,000  which  was  provided  in  FY  1994  for  SBDC 
technical  assistance  being  utilized?   Why  are  you  proposing  to 
eliminate  this  item  in  FY  1995? 

Answer  The  $677,000  is  being  used  to  continue  funding  (4th  year)  the 

Technology  Access  Pilot  Program.    States  with  SBDCs 
participating  in  the  pilot  include  Maryland,  Missouri,  Texas, 
Pennsylvania  and  Wisconsin.   The  funding  provides  small 
businesses  with  improved  access  to  commercial  on-line  data-base 
services,  and  technical  expertise  services.   Elimination  of  this 
item  for  FY  1995  is  due  to  budgetary  constraints. 


Question:         You  are  also  proposing  to  eliminate  the  $1,091  million 

appropriated  in  FY  1994  for  the  SBDC  Central  European 
Commission.   What  is  the  reason  for  the  proposed  elimination  of 
this  item? 


Answer  The  Central  European  Commission  is  an  independent 

commission,  established  by  Congress  to  assist  entrepreneurs  in 
Poland,  Hungary  and  the  Czech  and  Slovak  Republics.    SBA's 
role  is  limited  to  providing  budget  administration  assistance  for 
the  Commission  and  the  SBA  Administrator  appoints  one  of  the 
Commissioners.   Because  of  the  independent  nature  of  the 
Commission,  SBA  has  not  requested  funding  for  it. 
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Business  Development 


Question:         The  budget  proposes  to  eliminate  the  SBI  program  in  FY  1995. 
Do  you  expect  the  services  provided  by  this  program  to  be 
provided  by  other  means,  and,  if  so,  how  will  this  be  done? 

Answer:  The  elimination  of  the  SBI  program  is  another  budget  reduction 

measure  for  FY  1995  to  reduce  our  appropriation  requirement. 
We  feel  that  the  services  provided  by  the  SBI  schools  are 
somewhat  duplicative  of  the  services  that  can  be  provided  by  our 
SBDC  resource  partners,  and  therefore,  can  be  provided  by  them 
in  FY  1995  through  a  modification  of  the  cooperative 
agreements.    In  fact,  of  the  500  SBI  schools  involved  in  the 
program,  177  or  approximately  35%  of  them  operate  from  the 
same  schools  as  the  SBDCs. 


Question:         You  are  proposing  a  reduction  for  the  SCORE  program  from  the 
FY  1994  level.    Can  you  tell  us  the  reason  for  this  reduction? 

Answer  The  reduction  of  the  SCORE  Program  reflects  the  completion  of 

the  training  program  in  1994  and  a  return  to  the  baseline  funding 
of  FY  1993. 


Question:         You  are  proposing  to  eliminate  the  National  Women's  Business 
Council  and  to  provide  only  $500,000  for  the  Women's 
Demonstration  Grant  Program.    Do  these  proposals  reflect  a  lack 
of  need  for  special  women's  business  assistance  programs  or 
completion  of  their  mission? 


Answer  SBA  has  made  significant  progress  in  meeting  the  needs  of 

women  business  owners.    However,   not  enough  has  been  done 
if  one  considers  that  women  only  receive  8-10  percent  of  SBA 
loans  but  provide  jobs  for  more  than  1 1  million  people.   Job 
creation  is  our  bottom  line  in  government  and  we  have  to  do 
more  to  get  capital  in  this  growing  and  dynamic  sector  of  the 
economy.    The  National  Women's  Business  Council  is  not 
authorized  for  FY  1995.    The  Women's  Pre-Authorization  Pilot 
Loan  Program  is  one  of  the  vehicles  that  we  think  will  support 
women  business  owners  by  increasing  their  access  to  captial  and 
procurement  assistance.    Additionally,  in  our  One-Stop  Shops  we 
plan  to  use  program  expertise  from  our  women's  programs  for 
training  and  assisting  clients.    Our  Microloan  program  is  another 
source  of  training  for  women  business  owners  as  is  our 
LOWDOC  program 
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Fees 
Question: 

Answer 


You  are  anticipating  charging  a  fee  for  all  publications.    How 
much  will  you  charge,  what  anticipated  revenue  will  these  fees 
generate,  and  will  there  be  any  exceptions  made? 

We  would  like  to  charge  a  fee  for  all  business  development 
publications  currently  distributed  through  the  Federal  Prison 
Industries  (FPI).   Fees  would  range  in  price  from  $0.50  to  $1.50 
to  cover  our  direct  costs  of  printing,  handling  and  distribution 
through  FPI.    Let  me  note  that  currently,  SBA  does  receive  some 
donations  for  publications,  which  we  anticipate  will  amount  to 
$400,000  this  year. 

The  fee  will  enable  us  to  continue  providing  SCORE  a  small 
supply  of  publications  at  no  charge.    However,  we  would  expect 
SCORE  to  pay  for  large  quantities  of  publications  that  they  order 
for  their  training  events.    This  is  our  current  policy  with  the 
SCORE  Association. 


Question:         You  are  also  proposing  to  change  the  SBA  on-line  service  from 
a  free  access  "800"  telephone  number  to  a  "900"  pay-for-use 
number.    What  is  the  reason  for  this  change,  and  how  much 
revenue  do  you  anticipate  it  will  bring  in? 

Answer  Over  a  year  ago,  the  SBA  established  the  SBA  On-Line 

electronic  bulletin  board  to  provide,  for  the  small  business 
community,  immediate  access  to  information  on  SBA  programs 
and  services.    SBA  On-Line  also  allowed  users  to  access 
mailboxes  to  communicate  with  each  other  and  to  download 
specific  information.   This  service  was  free  to  the  user  due  to  the 
generous  sponsorship  of  SPRINT. 

This  program  was  a  tremendous  success  with  over  650,000 
incoming  calls  to  date.   Unfortunately,  this  volume  resulted  in 
costs  to  SPRINT  in  excess  of  $1  million.   Accordingly,  SPRINT 
approached  us  to  see  what  we  could  do  to  keep  the  service,  but 
to  cut  back  on  the  operating  costs.   We  agreed  that  something 
needed  to  be  done  and  entered  into  discussions  with  SPRINT. 

The  good  news  is  that  SPRINT  has  agreed  to  continue  the  "800" 
toll  free  access  number  for  information  on  SBA's  many  loan  and 
business  development  programs.    The  "900"  pay-for-use  number 
will  be  needed  only  by  users  who  wish  to  utilize  the  mailbox 
function  to  exchange  messages  as  well  as  those  who  wish  to 
download  specific  information.    SPRINT  has  agreed  to  charge 
only  their  direct  costs  for  this  service,  a  considerable  savings  for 
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the  small  business  community.    Although  a  final  cost  has  not  yet 
been  set,  v/e  anticipate  this  to  be  around  $4.00  for  an  average 
forty  minute  call. 


Management  and  Administration 

Question:         How  will  the  pending  buy-out  bills  affect  SBA?   If  buy-out 

legislation  is  not  enacted  by  the  Congress,  will  RIFs  or  furloughs 
be  necessary? 

Answer.  While  SBA  believes  that  a  buyout  option  would  be  useful  in 

managing  attrition  and  rightsizing  the  agency,  we  believe 
buyouts  would  not  be  possible  for  us  in  FY  1994  because  we 
have  passed  the  point  at  which  they  represent  a  savings  in  this 
fiscal  year.     The  one-for-one  reduction  in  FTEs  with  a 
corresponding  appropriation  reduction  and  26  percent  retirement 
contribution,  when  added  to  the  normal  payout  of  annual  salary 
and  accrued  leave,  make  the  buyouts  ineffective  in  rightsizing 
the  SBA.    However,  we  do  believe  that  we  will  be  able  to 
continue  our  present  course  without  resorting  to  RIFs  or 
furloughs. 


Question:         Your  budget  proposes  an  increase  of  $3.6  million  for  a  Wide 
Area  Network.    How  will  this  help  the  agency  deliver  its 
services? 


Answer  Three  point  six  million  is  requested  for  this  initiative,  which  will 

replace  the  existing  telecommunications  network  to  improve  the 
flow  of  data  throughout  SBA's  entire  information  base.    The 
WAN  will  support  data  sharing  between  computer  users,  data 
storage  at  the  appropriate  level  (district,  region,  headquarters), 
and  transfer  of  a  variety  of  data  types  (FAX,  voice,  video,  data, 
and  document  images).    Wide  Area  Network  will  enable  the 
SBA  to  automate  daily  operations,  share  information,  and 
generate  a  fast  return  on  our  investment. 

The  current  contract  for  mainframe  computer  services  will  expire 
in  FY  1997.    Without  implementation  of  a  WAN,  we  will  be 
forced  to  recompute  the  mainframe  contract  at  a  cost  of  about  $6 
million.    The  $3.6  million  requested  for  the  WAN  will  establish 
the  SBA's  link  to  the  "information  highway"  of  the  future  and  is 
essential  to  the  automation  improvements  needed  to  support  a 
"reinvented  agency."    It  will  also  provide  the  capability  to 
interact  electronically  with  our  customers  and  service  partners. 
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Question:         Will  you  be  establishing  new  offices  as  part  of  the  empowerment 
zone  initiative,  and,  if  so,  won't  this  result  in  additional  space 
costs  to  the  SBA? 

Answer.  It  is  envisioned  that  up  to  nine  One-Stop  Capital  Shops  will  be 

established  under  the  empowerment  zone/enterprise  community 
initiative.    These  shops  will  be  located  in  designated 
economically  distressed  areas  that  submit  the  best  strategic  plan 
for  establishing  the  shops. 

Establishing  the  One-Stop  Capital  Shops  will  bring  SBA's 
programs  and  resources  to  areas  that  have  been  traditionally 
underserved.    This  effort  is  in  concert  with  the  Administration's 
initiative  to  improve  customer  service;  and  it  meets  our  goal  of 
putting  resources  in  the  field  where  they  can  better  serve  our 
constituency. 

The  One-Shop  Capital  Shops  will  only  be  established  in  those 
communities  that  provide  space  to  SBA  at  no  cost. 


MICRO  Loan  Program 

Question:         I  understand  there  has  been  some  concern  in  Congress  about  the 
level  of  grant  funds  now  required  to  support  SBA's  growing 
MICRO  Loan  Program.   If  the  MICRO  Loan  Program  continues 
to  grow,  how  does  SBA  expect  to  keep  up  with  the  25  percent 
requirement  for  grants? 

Answer  We  understand  that  the  Congress  is  concerned  with  the  level  of 

grant  funds  now  required  to  support  our  growing  Microloan 
program.   We  hope  that  the  Congress  will  continue  to  provide 
sufficient  grant  funds  to  meet  the  Microloan  program  level.   The 
early  success  we  are  seeing  in  the  microloan  program  is  because 
of  this  technical  and  management  assistance  given  with  every 
loan. 


Tree  Planting  Program 


Question:         What  is  the  status  of  the  FY  1994  tree  planting  program,  and 
when  do  you  expect  to  make  your  FY  1994  awards? 

Answer  Each  state  has  received  the  program  application  package.    The 

"notice  of  award"  will  be  mailed  to  each  State  prior  to 
September  30,  1994. 
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Question:         What  have  been  the  accomplishments  of  this  program  in  its  first 
three  years? 

Answer  In  the  first  three  years,  nearly  16  million  trees  have  been  planted 

in  5,700  separate  projects.   The  Federal  government  has  awarded 
$59.8  million  to  the  states.   The  states  have  contributed  $88 
million  to  the  tree  planting  effort. 


Question:         I  understand  the  authorization  for  this  program  expires  at  the  end 
of  FY  1994.    Are  you  proposing  to  extend  the  authorization  in 
your  legislative  proposal,  and,  if  not,  why? 

Answer  The  Small  Business  Administration  is  not  proposing  to  extend 

the  authorization  for  the  Tree  Planting  Program.    The  Small 
Business  Administration  has  consistently  argued  that  the  tree 
planting  function  belongs  with  the  Department  of  Agriculture  or 
the  Department  of  Interior. 


Question:         In  the  recent  Emergency  Supplemental  Appropriations  Act  for 

the  Los  Angeles  Earthquake,  Congress  amended  the  authorization 
for  the  tree  planting  program  to  give  States  that  propose  planting 
trees  in  areas  impacted  by  disasters  priority  in  the  awarding  of 
grants.   The  Act  also  extended  the  availability  of  the  FY  1994 
appropriation  for  the  program.   What  effect  will  these  changes 
have  on  the  program? 

Answer  The  Small  Business  Administration  will  contact  each  state  where 

a  Presidential  disaster  has  been  declared  and  require  them  to 
direct  25  percent  of  their  allocated  funds  to  restore  areas 
determined  to  be  major  disasters  by  the  President.   We  will 
obligate  all  funds  available  by  September  30,  1994. 


Women's  Business  Development  Program 


Question:         The  FY  1995  budget  request  reduces  SBA's  Office  of  Women's 
Business  Ownership  budget  by  one  half,  cuts  by  two  thirds  the 
women's  development  and  training  program  and  eliminates 
funding  for  the  National  Women's  Business  Council  and  other 
programs  which  directly  target  women  business  owners.    Does 
that  mean  that  SBA  has  achieved  objectives  in  main  streaming 
women  business  owners? 
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Answer  SBA  has  made  significant  progress  in  main  streaming  women 

business  owners.    However,   not  enough  has  been  done  if  one 
considers  that  women  only  receive  8-10  percent  of  SBA  loans 
but  provide  jobs  for  more  than  1 1  million  people.   Job  creation 
is  our  bottomline  in  government  and  we  have  to  do  more  to  get 
capital  in  this  growing  and  dynamic  sector  of  the  economy. 
More  specifically,  we  will  work  to  support  women's  full 
participation  in  the  economic  mainstream  by  increasing  their 
access  to  captial  and  procurement  assistance  for  women 
entrepreneurs. 

Question:         How  does  SBA  plan  to  assist  women  business  owners  in  the 
future? 

Answer  The  future  plan  for  assisting  women  business  owners  is  to 

reduce  the  credit  crunch  with  the  Pre-authorization  Pilot  Program 
which  aims  to  increase  the  number  of  loans  made  to  women 
business  owners  by  helping  them  pre-qualify  for  SBA 
guarantees.    In  addition,  a  procurement  pilot  program  is  being  set 
up  in  three  agencies  which  would  target  procurement 
opportunities  for  women-owned  businessess  wishing  to  do 
business  with  the  federal  government.    These  three  agencies 
would  be  collaborate  with  SBA's  Office  of  Women's  Business 
Ownership  and  OMB's  Office  of  Federal  Procurement  Policy  to 
plan  execute  and  evaluate  an  aggressive  outreach  program. 


Question:         Which  SBA  programs,  other  than  the  demonstration  projects, 
will  provide  training  and  development  assistance  to  women 
business  owners? 

Answer  The  Women's  Network  for  Entrepreneurial  Training  Program, 

and  the  Women's  Resource  Guide  are  addtional  sources  that 
provide  training  and  development  assistance  to  women  business 
owners. 


Question:         Why  did  you  cut  the  funding  for  the  National  Women's  Business 
Council? 


Answer  The  program  is  not  authorized  in  FY  1995.   The  elimination  of 

the  Women's  Council  was  another  budget  reduction  measure 
necessitated  by  budget  constraints. 
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Small  Business  Innovation  Program 

Question:         Last  year  Congress  directed  the  Small  Business  Administration 
to  assist  Small  Business  Innovation  Research  (SBIR)  award 
winners  to  commercialize  their  research.   Has  this  program 
become  operational  yet,  and  will  the  SBA  support  its  funding  in 
FY  1995? 


Answer  Public  Law  102-564  states  as  one  of  its  purposes:    "to  emphasize 

the  program's  goal  of  increasing  private  sector  commercialization 
of  technology  developed  through  Federal  research  and 
development."    This  particular  purpose  has  been  implemented  in 
a  number  of  ways  by  SBA  and  the  eleven  participating  agencies. 
Among  the  steps  taken  are:   the  increasing  level  of  awarding 
activity  resulting  from  mandated  increases  in  funding,  the 
aggressive  use  of  conferences  and  seminars  directed  to 
commercialization  assistance,  the  use  of  contractors  and 
specialists  to  give  commercialization  advice  and  assistance  to 
SBIR  firms.   The  SBA  has  also  instituted  and  operates  a 
Commercialization  Matching  System,  a  computerized  data  base 
which  matches  firms  wishing  to  commercialize  an  innovation 
with  persons  and  firms  that  have  registered  with  us  as  being 
interested  in  financing  or  licensing  specific  technologies.   These 
efforts,  which  existed  before  the  1992  reauthorization,  have  been 
intensified  and  upgraded.    Changes  in  the  Small  Business 
Investment  Program  should  provide  an  enhanced  source  of 
venture  capital  for  small  high  technology  companies.    The  SBA 
effort,  while  significant,  is  only  a  portion  of  the  overall  increase 
in  responsibility  established  by  Congress.    Even  with  this 
increase  no  additional  funds  are  being  requested  in  FY  1995. 
However,  every  effort  will  be  made  to  continue  our  endeavor 
towards  commercialization  assistances  within  available  resources. 
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Questions  for  the  Record 
Submitted  by  Rep.  David  Price 


Question:         I  understand  that  SBA  is  considering  the  establishment  of  a 
capital  access  demonstration  program.    Can  you  describe  the 
purpose  and  need  for  this  program,  how  you  plan  to  go  about 
this,  and  what  the  status  and  timetable  for  implementation  is? 

Answer:  We  are  generally  supportive  of  similar  capital  access  legislation 

which  has  recently  cleared  the  Senate.    The  Capital  Access 
program  which  SBA  is  considering,  however,  provides  lenders 
with  a  guarantee  comparable  to  the  one  currently  given  by  SBA 
but  eliminates  the  most  of  cost  of  administering  such  a  program. 
Our  current   programs  —  for  instance,  7(a)  —  guarantee  a  certain 
percentage  of  a  loan  made  by  a  lender  to  a  small  business. 
Should  the  borrower  default  on  that  loan,  SBA  purchases  their 
guarantee  portion  from  the  lender  and  enters  negotiations  with 
the  borrower  to  try  to  recover  the  debt.   This,  of  course,  takes 
time  and  costs  money.    The  Capital  Access  program,  on  the 
other  hand,  would  establish  a  reserve  fund  for  lenders  extending 
credit  to  marginal  risks  and  would  allow  them  to  draw  from  the 
fund  in  the  case  of  default.    The  SBA  would  no  longer  be 
required  to  repurchase  loans  or  manage  a  portfolio;  our 
involvement  ends  upon  the  establishment  of  the  reserve  fund. 


Question:         How  would  the  capital  be  provided  and  what  conditions  would 
be  attached  to  the  funds? 

Answer  We  would  provide  reserve  funds  in  proportion  to  our  current  7(a) 

subsidy  rate  (approximately  2%).   This  reserve  would  be 
supplemented  by  funds  received  from  the  state,  the  borrower, 
and  pension  plan  funds.    Once  the  reserve  fund  is  established, 
lenders  would  be  entitled  to  draw  from  the  fund  to  minimize 
losses  on  defaulted  loans,  thereby  allowing  them  to  extend  credit 
to  enterprises  which  may  otherwise  be  excluded  from  capital 
access. 


Question:         I  understand  that  the  Michigan  Capital  Access  program,  on 

which  the  demonstration  is  based,  had  a  14  percent  loss  reserve. 
In  Michigan,  the  state  government  provided  half  these  funds,  and 
the  balance  came  from  banks  and  borrowers.    Can  you  explain 
the  need  for  this  higher  loss  reserve?    Why  is  the  SBA  providing 
only  2  cents  on  the  dollar  for  this  reserve,  and  what  are  the 
possibilities  for  raising  the  remainder  of  the  loss  reserve? 


948 


Answer  The  Michigan  program  actually  operates  on  a  sliding  scale  which 

is  tied  to  certain  risk  factors  inherent  in  any  loan.   The  scale 
parameters  are  1  1/2-3  1/2  percentage  points,  i.e.  the  state,  the 
borrower,  and  another  entity  like  the  state's  pension  program 
each  contribute  between  1  1/2-3  1/2  percent  of  the  loan  to  a 
reserve  fund.    Once  established,  this  fund  functions  to  lessen  the 
financial  burden  on  ther  lender  for  extending  credit  to  borrowers 
who  may  otherwise  be  deemed  uncreditworthy. 


Question:         Does  this  mean  that  if  capital  were  provided  through  some  other 
source,  for  example  grant  funds,  that  SBA  would  not  be  bound 
by  the  2  percent  limitation  on  section  7(a)? 

Answer  The  "2%  limitation"  that  binds  the  SBA  is  simply  the  current 

subsidy  cost  of  a  7(a)  guarantee.    In  other  words,  it  is  not  a 
financially  sound  practice  to  establish  reserves  in  excess  of  the 
cost  of  extending  a  guarantee.   If  grant  funds  become  available, 
we  could  reduce  our  reserve  contribution  by  a  corresponding 
amount. 


Question:         In  last  year's  Commerce- Justice-State  Appropriation  bill,  this 
committee  provided  funds  for  a  capital  access  demonstration 
program  in  North  Carolina,  administered  by  the  North  Carolina 
Rural  Economic  Development  Center.    Can  you  tell  us  what  you 
know  about  North  Carolina's  effort,  what  benefits  you  believe  it 
will  bring  to  the  state's  economy?   What  is  the  status  of  this 
grant? 


Answer  The  funding  for  a  capital  access  demonstration  program  in  North 

Carolina  has  resulted  in  a  pilot  program,  financed  jointly  by 
banks,  borrowers  and  the  government,  in  an  innovative  approach 
for  stimulating  private  bank  lending  to  small  firms  by  reducing  a 
bank's  exposure  on  specified  portfolios  of  higher  risk  loans. 
Based  on  a  pooled  guarantee  concept,  the  Capital  Access 
Program  (CAP)  will  leverage  SBA's  resources  many  times 
greater  than  existing  individual  guarantee  programs.   This 
leveraging  of  private  to  public  investment  in  a  successful 
Michigan  program  has  been  achieved  at  a  ration  of  20  to  1 .  This 
program  will  benefit  North  Carolina's  economy  by  generating 
$13  million  in  loans  for  businesses  that  do  not  have  access  to 
capital.   Funds  for  the  grant  have  been  committed  and  will  be 
disbursed  shortly. 
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QUESTIONS  FOR  THE  RECORD 

FY  1995  BUDGET 

Mr.  Rogers 


Small  Business  Administration 

Question:         The  Department  of  Commerce's  FY  95  budget  proposes  a  $270 
million  business  loan  guarantee  program  within  EDA  to  reach 
the  businesses  SBA  cannot  serve. 

What  do  you  see  as  the  need  for  this  type  of  program-is  there  a 
large  business  community  out  there  that  is  not  being  served  by 
either  SBA  or  the  private  sector? 

Answer  I  am  not  completely  familiar  with  die  Department  of  Commerce's 

budget  request  but  I  believe  that  they  are  attempting  to  fill  a 
need  of  large,  urban  businesses  which  require  loans  in  excess  of 
our  $750,000  cap. 


Disaster  Loans 

Question:         Have  you  found  that  SBA  is  processing  disaster  applications 
after  the  LA.  earthquake  more  quickly  than  other  disasters? 

How  have  you  been  able  to  move  so  quickly— is  there  a  higher 
concentration  of  staffing  in  the  LA.  area  than  in  previous 
disasters?   Will  SBA  launch  similar  efforts  in  future  disasters? 

Answer.  SBA  has,  in  the  past,  and  will  continue  to  move  quickly  in 

response  to  every  declared  disaster.   When  I  arrived,  I 
established  a  goal  of  making  decisions  on  disaster  loans  in  7  to 
20  days  from  the  date  a  completed  application  is  received  by 
SBA.   This  timeline  was  used  for  the  midwest  flood  and  the 
other  disasters  this  year.    Unfortunately,  the  magnitude  of  the 
Northridge  disaster  and  the  need  to  hire  and  train  additional  staff 
in  unprecedented  numbers,  has  caused  us  to  fall  behind  on  this 
goal.    As  an  illustration  of  the  magnitude  of  this  disaster,  in  the 
first  6  weeks  after  Hurricane  Andrew  in  Florida,  SBA  had  issued 
62,563  applications;  in  the  Midwest  floods,  8,131;  and  in 
Northridge,  69,257.    Similarly,  in  Hurricane  Andrew  (FL),  we 
had  approved  loans  for  $129.3  million  in  the  first  6  weeks;  in 
the  Midwest  floods,  $96  million;  and  in  Northridge,  $185.3 
million.   We  are  attacking  the  problem  and  hope  to  have  it  under 
control  within  a  reasonable  time  frame. 


950 


The  magnitude  of  this  disaster  has  required  a  higher 
concentration  of  disaster  assistance  program  staffing  in  Los 
Angeles  than  in  other  recent  disasters. 


Question:         What  is  the  current  balance  in  the  disaster  loan  fund?   What 
amount  have  you  budgeted  for  future,  unanticipated  disasters, 
and  what  have  you  budgeted  for  existing  disasters,  such  as  the 
L.A.  earthquake?   Do  you  anticipate  these  resources  to  be 
sufficient  to  carry  you  through  FY  95? 

Answer  After  the  last  supplemental  appropriation,  SBA  had  budget 

authority  for  FY  1994  to  make  $2,316  billion  of  disaster  loans, 
plus  a  contingency  fund  that  would  permit  an  additional  $326 
million  in  loans,  for  a  total  of  $2,642  billion.    Due  to  the 
uncertainty  of  the  timing  and  the  magnitude  of  demand  for 
disaster  loans,  we  do  not  budget  specific  funds  for  specific 
disasters.    Requests  for  disaster  loan  funds  are  handled  on  an  as 
filed  basis,  with  loans  from  many  different  disasters  being 
processed  at  the  same  time. 

Based  on  the  best  information  available  to  SBA  soon  after  the 
Northridge  earthquake,  we  estimated  that  the  demand  for  SBA 
disaster  loans  funds  would  be  about  $1.5  billion.   In  addition,  we 
estimated  that  the  demand  for  loans  from  disasters  already 
declared  as  of  the  time  of  the  Northridge  earthquake  would 
approximate  $500  million.    These  estimates  are  subject  to 
revision  as  more  information  becomes  available.    It  is  impossible 
to  estimate,  with  any  degree  of  accuracy,  the  occurrence  and 
timing  of  future  disasters,  therefore,  at  this  time  we  do  not  know 
if  these  resources  will  be  sufficient  to  cover  the  FY  1994 
demand  nor  if  they  will  carry  us  through  FY  1995. 

Question:         Can  you  estimate  the  impact  on  the  disaster  loan  users 

community  if  your  proposal  to  increase  the  interest  rate  were  to 
be  adopted— would  there  be  a  decline  in  the  number  of  applicants 
or  individuals  served? 


Answers:  We  cannot  estimate  the  impact,  although  undoubtedly  there 

would  be  a  decrease  in  the  number  of  individual  homeowners 
and  businesses  served.    Hopefully,  however,  an  increase  in  the 
interest  rates  would  spur  more  individuals  and  businesses  to 
insure  themselves  against  disaster  risks,  resulting  in 
compensation  for  losses  rather  than  additional  loans.    There 
would  also  be  an  increase  in  the  number  of  individuals  that 
would  qualify  for  and  be  referred  to  the  Individual  and  Family 
Grant  Program  funded  by  the  Federal  Emergency  Management 
Agency  and  individual  states. 
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Loan  Processing 

Question:         Your  testimony  indicated  that  the  agency  has  received  an 
unprecedented  number  of  applications  resulting  from  the 
L.A./Northridge  earthquake,  meaning  the  agency  many  make 
loans  totalling  in  the  range  of  $2  billion  in  volume.     Having 
hired  more  than  2,000  temporary  employees  to  make  the  loans, 
your  agency  will  later  have  to  collect  and  service  this  huge  new 
portfolio. 

How  will  the  agency  later  handle  this  job,  and  at  the  same  time 
ensure  proper  handling  of  loan  servicing  around  the  rest  of  the 
country? 

Has  the  agency  considered  turning  to  outside  institutions, 
including  financial  institutions  to  assist  in  servicing  the  disaster 
loans? 


Answer  We  are  in  the  process  of  increasing  the  workload  capabilities  of 

our  Home  Loan  Collection  Centers  in  New  York,  El  Paso,  Santa 
Anna,  and  Birmingham.    Additionally,  we  have  established  a 
loan  servicing  center  in  Fresno  and  plan  to  open  an  additional 
center  in  Little  Rock.   By  concentrating  our  resources  in  these 
modern,  efficient  facilities,  we  should  be  able  to  meet  the 
increased  future  workload  without  turning  to  outside  institutions 
for  assistance. 
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QUESTIONS  FOR  THE  RECORD 

FY  1995  BUDGET 

Mr.  Moran 


Question:         I  understand  that  the  Small  Business  Administration  is 

considering  some  modifications  to  the  "opinion  molder  rule" 
which  prohibits  movie  theater  owners  from  receiving  any  SBA 
financial  assistance.   What  is  the  status  of  this  proposal? 


Answer  We  initially  revised  our  proposal  to  exclude  any  business 

engaged  in  the  activity  molding  opinions.    The  intent  was  to 
avoid  the  conflicts  inherent  in  supporting  an  entity  such  as  a 
newspaper  which  could,  in  turn,  be  accused  of  innacurate 
reporting  of  SBA  programs.   The  rule  was  eventually  extended 
to  movie  theatres,  magazines,  public  policy  institutes,  dinner 
theatres,  et  al.   We  now  now  are  in  the  process  of  revising  the 
rule  in  order  to  extend  our  programs  to  any  lawful,  legitimate, 
and  creditworthy  enterprise. 


Tuesday,  March  8,  1994. 

OFFICE  OF  THE  UNITED  STATES  TRADE 
REPRESENTATIVE 

WITNESSES 

AMBASSADOR  MICHAEL  KANTOR,  UNITED  STATES  TRADE  REP- 
RESENTATIVE 

JOHN  HOPKINS,  ASSISTANT  UNITED  STATES  TRADE  REPRESENTA- 
TIVE FOR  ADMINISTRATION 

Mr.  Smith.  This  morning  we  are  pleased  to  have  Ambassador 
Kantor  with  us,  the  United  States  Trade  Representative. 

We  will  consider  USTR's  budget  request  for  fiscal  year  1995.  The 
request  is  for  $21,000,000,  a  decrease  of  $150,000  below  the 
amounts  provided  to  date,  including  a  $550,000  supplemental  ap- 
propriation for  fiscal  year  1994.  We  will  insert  the  justification  ma- 
terial submitted  in  support  of  this  request  into  the  record  at  this 
point. 

[The  justifications  follow:] 
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Mr.  Smith.  I  know  you  have  had  a  very,  very  busy  year,  I  guess 
the  busiest  ever,  not  uncontroversial,  but  successful.  The  Commit- 
tee has  tried  to  provide  you  with  the  resources  you  needed,  even 
though  they  are  very,  very  scarce,  including  the  supplemental.  And 
you  also  get  a  lot  of  resources  out  of  other  agencies,  borrowing  per- 
sonnel. We  have  worked  with  other  subcommittees  to  try  to  make 
sure  you  get  those,  as  well  as  some  computer  support. 

We  are  pleased  to  have  you  this  morning  to  update  us  on  what 
you  are  doing  and  what  your  needs  are  for  the  coming  year. 

Opening  Remarks 

Ambassador  Kantor.  Thank  you,  Mr.  Chairman,  very  much. 

First,  let  me  thank  you  and  Members  of  your  Committee  for  all 
of  the  support  you  have  given  us,  not  only  with  regard  to  our  ap- 
propriations request  but  also  the  two  supplemental  that  were  nec- 
essary in  order  to  complete  an  extraordinary  year. 

One  was  the  fiscal  year  1993  supplemental  but,  was  carried  over 
because  the  actual  expenditures  that  we  anticipated  earlier  in  fis- 
cal year  1993  occurred  in  fiscal  year  1994  because  the  Uruguay 
Round  and  NAFTA  and  APEC  all  seemed  to  come  within  the  same 
75-day  period,  subsequent  to  the  1993  fiscal  year.  The  second  sup- 
plemental was  critical  to  financially  survive. 

So  we  appreciate  your  help  and  every  Member  of  this  Committee 
on  both  sides.  This  has  been  a  bipartisan  effort;  trade  remains 
that.  And  I  think  it  is  probably  one  of  the  most  important  aspects 
of  our  trade  policy — that  we  have  been  able  to  keep  it  bipartisan. 

I  will  quickly  review  what  happened  in  the  1993-1994  calendar 
years  and  talk  about  our  budget  request  and  then  be  open  for  ques- 
tions. But  I  would  like  to  submit  my  full  statement  for  the  record 
if  that  is  appropriate. 

Mr.  Smith.  All  right.  We  will  put  it  in  the  record. 

Ambassador  Kantor.  First  of  all,  our  budget  request  is  $21  mil- 
lion, $150,000  less  than  in  fiscal  year  1994.  In  the  last  five  years 
the  budget  of  the  United  States  Trade  Representative  has  only  in- 
creased by  5  percent — on  an  inflationary  basis  it  has  been  reduced 
by  about  $1.5  million,  which  is  quite  substantial  for  an  agency  of 
this  size.  We  have  five  less  professionals  than  we  had  when  we 
came  into  office  in  order  to  keep  to  the  President's  policy  of  reduc- 
ing the  number  of  personnel  in  the  Federal  Government. 

Last  year  we  were  able  to  achieve,  with  the  leadership  of  the 
President,  and  the  cooperation  and  coordination  with  the  Congress 
on  both  sides,  the  passage  of  the  North  American  Free  Trade 
Agreement  through  the  Congress  of  the  United  States,  which  estab- 
lishes the  largest  free  trade  zone  in  the  world. 

We  were  able  to  complete  the  Uruguay  Round  after  seven  and  a 
half  years  of  blood,  sweat,  tears,  frustrations,  anxieties  and  other 
manner  of  concerns  which  three  administrations  had  worked  on, 
not  just  one. 

We  were  able  to  have  a  successful  Asia-Pacific  Economic  Co- 
operation (APEC)  forum  in  Seattle  led  by  the  President  with  13 
other  heads  of  state.  Only  one  head  of  state  in  the  whole  Asian  re- 
gion did  not  attend  that  conference.  It  was  very  successful,  and 
Asia  represents  the  fastest  growing  economic  area  of  the  world. 
Our  Asian  trade  now  exceeds  our  Atlantic  trade  by  50  percent, 


989 

which  is  a  stunning  reversal  of  past  trade  that  this  country  has 
been  involved  in. 

We  were  able  at  the  G-7  meetings  in  Tokyo,  to  reach  two  historic 
agreements — one,  a  market  access,  which  led  to  the  Uruguay 
Round  agreement  among  the  so-called  Quad  nations,  that  is  Japan 
and  Canada,  the  European  Union  and  the  United  States;  and,  sec- 
ond, a  framework  agreement  which  may  come  up  today  in  the  hear- 
ing with  Japan,  which  was  a  new  approach  to  a  very  old  problem, 
25  or  30  years  in  the  making — of  our  inability  as  well  as  our  other 
foreign  competitive  products'  inability  to  get  into  the  Japanese 
market. 

We  negotiated  dozens  of  bilateral  investment  treaties,  intellec- 
tual property  agreements,  and  completed  23  bilateral  textile  agree- 
ments— the  most  ever  completed  by  far  by  any  administration  in 
U.S.  history.  Not  only  was  the  number  impressive,  but  so  was  Am- 
bassador Hillman's  ability  to  get  others  to  agree  to  very  strong  lan- 
guage to  prevent  circumvention  and  trans-shipments. 

Mr.  Smith.  You  made  it  with  23  separate  countries? 

Ambassador  Kantor.  Twenty-three  separate  countries,  yes,  sir, 
through  Ambassador  Hillman  and  her  two  staff.  It  was  a  stunning 
achievement  on  her  part,  and  she  deserves  tremendous  credit,  and 
also  because  of  the  substance  of  the  agreements,  especially  with 
China,  which  are  so  important  to  our  textile  and  apparel  industry. 

This  year,  we  have  to  implement  the  new  World  Trade  Organiza- 
tion and  a  new  agenda,  not  new  rounds  but  a  new  agenda,  which 
the  President  has  called  for  concerning  issues  such  as  competition 
policy,  labor  standards,  environmental  policy,  trying  to  get  other 
countries  to  adhere  to  our  Foreign  Practices  Act  the  way  that  our 
companies  must  adhere  to  it,  which  has  put  us  on  a — I  don't  know 
if  this  is  a  proper  term — nonlevel  playing  field  in  international 
competition. 

We  are  working  very  closely  with  our  South  American  and  Latin 
American  neighbors  as  we  try  to  use  a  building  block  approach  to- 
wards building  a  hemispheric  open  and  expanded  trade  zone. 

We  are  going  to  continue  to  focus  on  opening  markets  in  Japan 
and  making  the  framework  agreement  successful  with  China.  We 
have  enormous  opportunity.  China,  a  country  of  1.2  billion  people 
experienced  economic  growth  of  13  percent  last  year,  the  fastest- 
growing  large  economy  in  the  world.  We  need  to  build  market  ac- 
cess into  China  for  agricultural  products,  manufactured  goods,  and 
our  service  industries,  and  induce  the  Chinese  to  enforce  the  intel- 
lectual property  rights  obligations. 

With  the  European  Union  we  have  a  number  of  issues  we  will 
face  in  fiscal  year  1995,  including  trying  to  address  the  pernicious 
effects  of  the  so-called  broadcast  directive. 

We  were  successful  in  almost  all  aspects  of  having  the  French 
back  off  of  their  discrimination  against  U.S.  fish  exports  into 
France,  which  is  an  issue  that  has  been  going  on  for  the  last  two- 
and-a-half  weeks,  and  we  think  we  have  a  successful  agreement 
and  U.S.  fish  are  now  being  accepted  into  France  without  the  in- 
vestigations and  inspections  which  were  holding  it  up  and,  in  fact, 
allowing  fish  literally  to  rot  at  either  the  airport  or  on  the  dock  in 
France. 
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Other  agenda  issues  that  we  will  face  include  renewal  of  the  GSP 
program  and  we  will  come  to  the  Congress  and  ask  for  that  to  be 
done.  We  want  to  achieve  CBI  or  Caribbean  Basin  Initiative  parity 
this  year  with  the  NAFTA,  so  that  those  countries  are  not  put  at 
a  disadvantage,  and  we  will  have  a  plan  within  two  weeks  that  we 
will  bring  to  the  Congress  in  that  regard. 

So,  as  you  can  see,  our  agenda  has  not  gotten  smaller,  Mr.  Chair- 
man. It  may  be  less  visible  in  fiscal  year  1995  but,  nonetheless,  im- 
portant, and  it  has  expanded.  We  are  going  to  try  to  carry  it  out 
with  fewer  people  and  a  smaller  budget.  We  believe  we  can  do  so, 
given  the  good  work  done  by  John  Hopkins,  our  Administrator,  in 
making  sure  we  are  resolute  in  administering  this  agency. 

We  have  cut  out  all  first-class  travel,  regardless  of  circumstance, 
which  was  not  the  case  in  prior  administrations.  We  have  cut  down 
substantially  on  rent.  In  general,  we  have  cut  down  by  making  sure 
we  only  hire  personnel  when  absolutely  necessary.  We  have  been 
able  to  save  a  fairly  substantial  amount  of  money,  and  we  will  con- 
tinue to  do  that. 

We  have  gotten  rid  of  one  car  here  and  one  car  in  Geneva.  That 
may  sound  small  to  all  of  you  who  deal  with  much  bigger  agencies, 
but  when  we  get  rid  of  a  car  and  a  driver,  it  makes  a  real  impact 
on  this  budget. 

So  we  are  doing  everything  possible  to  make  sure  we  can  carry 
out  this  expanded  agenda  with  fewer  people  and  less  money  but  in 
a  way  that  we  don't  limit  the  ability  of  the  United  States  to  reach 
its  goal,  in  the  area  of  trade. 

Mr.  Smith.  Thank  you. 

[The  prepared  statement  of  Ambassador  Kantor  follows:] 
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Testimony  of 

Ambassador  Michael  Kantor 

United  States  Trade  Representative 

Before  the 

House  Appreciations  Committee 

Subcommittee  on  Commerce,  Justice,  State, 

The  Judiciary  and  Related  Agencies 

March.  8,  1994 


Mr.  Chairman,  I  appreciate  your  invitation  to  appear  before 
you  to  present  the  Fiscal  Year  1995  appropriation  request  for  the 
Office  of  the  United  States  Trade  Representative. 

It  has  been  nearly  one  year  since  I  first  testified  before 
the  Subcommittee.  This  morning,  I  would  like  to  describe  some  of 
what  we  accomplished  last  year  --  and  the  important  tasks  that 
lie  ahead. 


1993  Accomplishments 

Mr.  Chairman,  last  year  the  United  States  enjoyed  the  most 
successful  --  and  important  --  year  in  trade  in  our  history. 

In  one  year,  President  Clinton  achieved  the  main  goals  of 
his  1993  trade  agenda.   His  Administration  accomplished  the 
following : 

•  After  years  of  gridlock,  we  concluded  the  Uruguay  Round,  the 
broadest,  most  comprehensive  trade  agreement  in  history, 
which  will  stimulate  the  U.S.  and  the  global  economy,  and 
create  a  new  organization  --  the  World  Trade  Organization  -- 
that  will  support  a  fair  global  trading  system  into  the  next 
century; 

•  We  negotiated  supplemental  agreements  to  the  North  American 
Free  Trade  Agreement  (NAFTA)  and  saw  its  approval  by 
Congress; 

•  At  the  G-7  Summit  in  Tokyo  in  July,  the  President  reached  a 
market  access  agreement  with  the  "Quad"  nations  --  the 
European  Community,  Japan,  Canada,  and  the  United  States  -- 
which  provided  a  jump- start  for  the  Uruguay  Round,  and 
agreed  to  establish  with  Japan  the  Framework  for  a  New 
Economic  Partnership  to  achieve  reform  in  Japan's  economy, 
open  the  Japanese  market  and  correct  macroeconomic 
imbalances  which  inhibit  global  growth  and  prosperity; 

•  President  Clinton  led  a  successful  meeting  of  Asian  nations 
--  the  fastest  growing  economic  region  on  earth  --  in 
Seattle,  and  culminating  a  year  of  U.S.  leadership  of  the 
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Asia-Pacific  Economic  Cooperation,  which  will  lead  to 
expanded  trade  in  the  region; 

•  We  negotiated  key  agreements  which  opened  previously  closed 
markets  to  U.S.  companies  --a  heavy  ele'-t-.ri-^al  equipment 
agreement  with  Europe,  a  construction  agreement  with  Japan, 
and  a  telecommunications  agreement  with  Korea  --  which 
represent  a  further  step  in  cur  effort  to  create  jobs  and 
foster  growth;  and 

•  We  negotiated  dozens  of  bilateral  agreements  with  countries 
from  Cyprus  to  Venezuela  that  help  ensure  U.S.  workers  and 
companies  can  compete  fairly  in  the  global  economy. 

By  leading  the  effort  to  open  markets  abroad  and  expand 
trade,  the  President  has  laid  the  foundation  for  prosperity  into 
the  next  century.  As  a  nation  increasingly  interdependent  with 
the  global  economy,  the  ability  of  the  United  States  to  expand 
trading  opportunities  is  essential  to  the  economic  health  of  our 
nation.  His  presidency  is  committed  to  reviving  the  American 
Dream,  and  these  steps  are  integral  to  that  effort. 

FY  1934  and  FY  1995  Agenda 

This  year  and  the  next  will  be  every  bit  as  challenging  as 
1993.   What  we  do  in  the  coming  months  may  be  less  visible  than 
what  we  did  last  year,  but  it  is  just  as  important  and  will  take 
the  same  commitment  of  resources.   We  need  to  build  on  the 
momentum  gained,  and  take  advantage  of  the  great  opportunities  we 
face.   Let  me  share  with  you  our  agenda. 

Uruguay  Round 

The  Uruguay  Round  agreement  reached  in  December  by  no  means 
ends  the  work  we  must  do.   Several  critical  tasks  lie  ahead. 
First,  after  we  work  with  the  Congress  to  ratify  the  Uruguay 
Round  this  year,  we  must  get  the  new  world  trade  organization  up 
and  running. 

Second,  we  have  a  golden  opportunity  to  negotiate  market 
access  with  countries  seeking  accession  to  the  WTO,   including 
China,  Taiwan,  Saudi  Arabia  and  many  of  the  new  republics  from 
the  former  Soviet  Union. 

And  third,  we  want  to  look  at  a  new  agenda  in  trade,  which 
should  be  fostered  by  the  new  World  Trade  Organization,  but  needs 
to  be  sustained  through  bilateral  and  regional  alliances  as  we 
build  toward  a  truly  world  trading  system.   We  also  need  to  build 
on  an  effective  dispute  settlement  mechanism  in  the  WTO  and  make 
sure  the  United  States  government  ensures  that  this  mechanism 
works  and  works  well. 
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Japan 

As  you  know,  on  February  11,  President  Clinton  announced 
that  we  had  been  unable  to  conclude  negotiations  with  Japan  on 
four  new  trade  agreements  called  for  under  the  U.S.  -  Japan 
Framework  of  July  1993.   The  announcement  followed  six  months  of 
intensive  negotiations. 

Under  the  Framework,  we  had  gr- -sd  with  the  Government  of 
Japan  to  pursue  trade  agreements  which  would  lead  to  "tangible 
results",  results  which  would  be  measurable  through  the  use  of 
"objective  criteria".   In  the  end,  the  Japanese  would  not  follow 
through  on  incorporating  these  key  principles  in  a  meaningful 
way.   For  our  part,  we  declined  to  conclude  agreements  without 
these  principles,  out  of  concern  that  any  such  agreements  would 
be  cosmetic  and  fail  to  lead  to  real  change  in  the  Japanese 
market .   Too  many  of  our  past  trade  agreements  have  fallen  into 
this  pattern. 

At  present,  we  are  assessing  the  appropriateness  of  the 
Framework  in  serving  as  the  primary  forum  for  addressing  our 
trade  policy  concerns  with  Japan.   We  are  also  examining  other 
options,  including  those  provided  by  Congress  under  the  Trade 
Law. 

Subsequent  to  impasse  in  the  Framework  talks,  but  relevant 
to  our  concerns  about  the  efficacy  of  past  agreements,  USTR  on 
February  15  announced  a  determination  under  section  1377  of  the 
Omnibus  Trade  and  Competitiveness  Act  of  1988  that  Japan  had  not 
complied  with  a  1989  agreement  to  open  its  cellular  telephone 
market  to  foreign  manufacturers.   This  action  resulted  from  a 
clear-cut  failure  of  Japan  to  live  up  to  a  series  of  agreements 
dating  back  to  1986  and  span  two  trade  agreements  and  a 
commercial  understanding.   We  are  now   in  the  process  of  drawing 
up  a  list  of  Japanese  products  on  which  to  levy  sanctions  in  the 
wake  of  the  determination. 

China 

In  China,  we  have  a  market  access  agreement  that  is  working 
in  some  respects.   They  are  lifting  quantitative  barriers  on 
about  256  items  and  goods,  but  they  are  not  opening  up  in 
agriculture  as  fast  as  we  would  like.   Last  month,  we  reached  a 
textile  agreement  with  the  Chinese  and  we  need  to  make  sure  that 
this  is  enforced,  to  stop  the  transshipment  of  textiles  and 
apparel,  circumventing  both  U.S.  law  and  international  law. 
China  wants  GATT  accession  and  in  order  to  achieve  that  the 
Chinese  need  to  work  with  the  United  States  and  others  to  make 
sure  they  are  adhering  to  world  trade  regimes. 

Latin  America 

There  is  no  greater  opportunity  we  have  than  in  Latin 
America,  the  second  fastest  growing  economic  region  in  the  world. 
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It  is  the  one  region  in  the  world  where  we  have  a  large  trade 
surplus  because  they  are  importing  huge  amounts  of  capital  and 
other  goods  in  order  to  build  their  industries  and  their 
economies . 

That  is  important  for  us  as  we  try  to  build  on  to  the  NAFTA. 
We  will  use  a  "building  block"  approach,  asing  bilateral 
agreements  as  well  as  the  NAFTA,  to  try  co  build  an  expanded 
trade  zone  in  the  hemisphere. 

It  is  incredibly  important  that  we  not  rest  on  our  laurels 
with  the  NAFTA,  and  that  we  not  forget  that  living  south  of 
Mexico  are  about  320  million  people  in  the  second  fastest  growing 
economic  region  in  the  world. 

European  Union 

We  have  a  number  of  items  on  the  agenda  with  the  European 
Union,  but  given  our  agreement  in  the  Uruguay  Round,  our 
relations  with  the  European  Union  have  never  been  better  in  the 
area  of  trade.   We  have  issues  --  such  as  the  broadcast  directive 
and  opening  up  the  telecommunications  market,  which  is  about  20 
billion  dollars  a  year  --  which  we  will  address. 

Generalized  System  of  Preferences 

We  plan  to  seek  legislative  renewal  of  the  successful 
Generalized  System  of  Preferences  program.   Authority  for  GSP 
ends  on  September  30,  1994,  and  we  will  propose  an  extension  that 
expands  benefits  for  the  least  developed  countries,  while 
retaining  conditionality  and  lowering  the  thresholds  for  product 
and  country  renewal  for  other  beneficiaries. 

APEC 

Through  FY  1995  and  beyond,  we  will  also  build  on  our 
success  from  APEC  --  the  Asia  Pacific  Economic  Cooperation.   Asia 
is  not  just  Japan  and  China.   It  is  the  ASEAN  nations,  New 
Zealand,  Australia,  Korea  and  Hong  Kong.   Collectively,  APEC 
countries  are  the  fastest  growing  economies  in  the  world.   With 
the  Seattle   summit  last  year,  we  set  up  a  good  trade  and 
investment  framework  with  the  APEC,  but  we  need  to  extend  that 
framework  even  further. 

Other  Agenda  Issues 

As  we  negotiate  bilaterally  ^.id  multilaterally  to  open  new 
markets  and  eliminate  trade  barrieis,  we  will  also  work  hard  for 
a  better  environment,  for  better  workers'  rights  and  enhanced 
labor  standards. 

International  trade  does  not  occur  in  a  vacuum.   Trade  is  no 
longer  just  about  lower  tariffs.   Trade  affects  the  environment, 
labor  standards,  and  human  rights.   Competition  policies  which 
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effectively  block  U.S.  exports  have  an  impact  on  trade.  Through 
Fiscal  Year  1995  and  into  the  future,  we  are  going  to  have  to 
look  at  all  of  these  issues,  as  well  as  continuing  trade  issues 
like  investment,  intellectual  property  and  illicit  payments.   As 
we  negotiate  trade  agreements  and  work  thr-oiigh  the  newly 
established  World  Trade  Organization  and  the  OECD,  we  will  work 
for  improvements  in  each  of  these  areas. 

FY  1995  Budget  Request 

As  you  can  see,  Fiscal  Years  1994  and  1995  are  demanding 
times  for  USTR.   This  is  a  vitally  important  period  for  the 
agency  and  for  trade  because  of  the  great  opportunities  we  face. 
Exploiting  those  opportunities  will  draw  on  all  of  our  energies 
and  our  budgetary  resources . 

We  are  requesting  today  an  FY  1995  budget  which  allows  USTR 
to  capitalize  on  the  opportunities  and  challenges  before  us,  yet 
which  also  carries  out  the  President's  program  for  budgetary 
restraint  throughout  the  Federal  government . 

The  FY  1995  budget  request  is  for  $21.0  million  and  168  Full 
Time  Equivalent  staff.   Our  request  maintains  USTR  staffing  at 
the  FY  1994  FTE  level  and  decreases  the  appropriation  level  by 
$225,000  below  FY  1994. 

The  $225,000  funding  decrease  is  a  net  reduction  resulting 
from  a  number  of  offsetting  factors.   Highlights  of  these  changes 
are : 

**  a  $228,000  increase  for  a  new  Tied  Aid  program,  to  be 
administered  by  the  Department  of  State,  but  financed  by 
Federal  trade  and  foreign  affairs  agencies,  like  USTR; 

**  a  $501,000  decrease  in  travel  and  transportation  expenses, 
reflecting  the  extraordinarily  busy  travel  demands  in  FY 
1994,  and  the  return  to  more  traditional  levels  in  FY  1995; 

**  a  $227,000  reduction  in  printing  expenses,  also  reflecting 
the  unusually  high  FY  1994  costs  resulting  from  the 
completion  of  two  major  agreements  that  year  (NAFTA  and  the 
Uruguay  Round) ; 

**  a  $412,000  net  decrease  in  office  rent  and  other 

administrative  overhead  (partially  offset  by  rising  costs 
from  inflation) ,  which  is  part  of  our  ongoing  efforts  to 
curb  administrative  expenses;  and 

**  a  $234,000  reduction  from  personnel  savings  that  stem  from 
more  restrictive  hiring  practices  and  tighter  management  of 
job  vacancies. 
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Conclusion 

Mr.  Chairman  and  Members  of  the  Committee,  our  budget 
request  meets  the  dual  tests  of  first  providing  the  budgetary 
resources  we  need  to  meet  the  work  agenda  for  FY  1995,  and  second 
carrying  out  the  President's  program  for  budget  restraint. 

I  would  be  remiss  if  I  did  not  mention  this  morning  that  in 
my  opinion  the  American  taxpayer  gets  no  better  "bang  for  the 
buck"  than  from  the  investment  in  USTR  employees.   Virtually  all 
of  the  funds  in  USTR's  budget  pays  for  employee  salaries  and  work 
expenses.   They  are  the  hardest  working  staff  I  have  seen  in 
Government  or  the  private  sector,  and  there  is  no  doubt  that  the 
$21  million  investment  in  this  agency's  budget  will  pay  dividends 
for  American  business  and  workers  many  times  over  for  many  years 
into  the  future . 

This  concludes  my  statement  and  I  would  be  pleased  to  answer 
any  questions  you  have. 
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SIDE  AGREEMENTS  ON  NAFTA 

Mr.  Smith.  I  think  on  the  first  round  we  will  try  to  hold  it  to 
five  or  six  minutes,  including  myself.  After  that,  you  can  do  what 
you  want. 

Tell  us  about  the  side  agreements  for  NAFTA.  How  are  you  com- 
ing on  those? 

Ambassador  Kantor.  The  first  meetings  of  our  Labor  and  Envi- 
ronmental Commissions  will  be  the  21st  and  23rd  of  March.  Those 
are  organizational  meetings. 

The  NAFTA  implementation  itself  is  going  very  well,  Mr.  Chair- 
man. The  labor  ministers  or,  in  our  case,  the  Secretary  of  Labor 
and  the  environmental  ministers  are 

Mr.  Smith.  Your  staffs  have  been  having  background  meetings? 

Ambassador  Kantor.  We  have  been  having  a  number  of  meet- 
ings. I  have  been  in  Mexico  City  for  an  overall  NAFTA  meeting, 
but  our  staffs  have  been  meeting. 

Mr.  Smith.  So  these  are  the  formal  meetings. 

Ambassador  Kantor.  Yes,  sir.  Going  very  well.  In  fact,  our  na- 
tional administrative  offices  in  the  labor  areas  are  already  up  and 
operating  and  accepting  petitions  from  those  in  this  country  who 
might  have  concerns  about  the  labor  practices — here  or  in  Canada 
or  in  Mexico. 

Mr.  Smith.  What  about  the  implementing  legislation  for  GATT? 

Ambassador  Kantor.  We  are  meeting  with  the  relevant  commit- 
tees now  at  the  staff  level.  The  President  will  sign  the  Uruguay 
Round  on  April  15th.  That  is  120  days  after  the  December  15  ini- 
tialing in  Geneva. 

What  we  hope  to  do  is,  because  we  are  doing  a  lot  of  preliminary 
work  with  congressional  committees,  to  start  the  non-markup  proc- 
ess almost  immediately  after  the  April  15th  date  and,  hopefully,  in- 
troduce the  legislation  as  early  in  June  as  possible. 

Mr.  Smith.  What  is  the  time  schedule? 

Ambassador  Kantor.  Well,  as  you  know,  once  you  introduce  the 
legislation,  the  average  time  to  approval  has  been  13  or  14  days  in 
the  Congress.  Because  if  you  non-mark  our  process,  if  it  is  handled 
correctly — and  we  hope  to  do  as  well  as  we  did  in  the  NAFTA — 
then  all  of  the  questions  should  be  answered  by  then. 

There  are  no  amendments  allowed  once  you  introduce  your  legis- 
lation on  the  fast  track.  It  should  move  fairly  quickly  through  the 
House  and  then  through  the  Senate. 

Mr.  Smith.  Those  are  13  to  14  days  that  we  are  in  session? 

Ambassador  Kantor.  We  will  have  April  and  May,  almost  two 
months  I  think  of  a  non-markup  process,  meeting  with  committees, 
having  hearings.  It  is  not  unlikely,  if  there  were  a  bill  in  front  of 
Congress,  it  just  was  done  before  the  bill  was  introduced.  It  is  a 
preconditional  rather  than  postconditional  review  of  what  we  have 
done  in  the  Uruguay  Round. 

trade  with  japan 

Mr.  Smith.  Briefly,  what  can  you  tell  us  about  the  Japanese  situ- 
ation? 

Ambassador  Kantor.  I  will  try  to  be  very  brief.  It  is  hard  to  be, 
in  some  respects. 
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Mr.  Smith.  Others  will  have  more  extensive  questions,  I  am  sure. 

Ambassador  Kantor.  As  you  know,  we  reached  a  framework 
agreement  with  the  Japanese  the  first  week  of  July,  1993.  It  had 
three  parts:  First,  an  agreement  to  cooperate  on  global  issues, 
which  has  gone  very  well. 

Second,  an  agreement  that  the  Japanese  stimulate  their  economy 
through  macroeconomic  policies  in  order  to  help  global  growth  as 
well  as  their  own  economy.  That  has  only  been  partially  met.  The 
Japanese  have  adopted  a  rebate  proposal  in  terms  of  income  tax, 
but  they  are  now  talking  about  how  to  pay  for  it,  which  runs 
counter  to  the  effect  of  a  stimulus  package,  and  they  didn't.  They 
have  done  very  little  new  in  the  area  of  infrastructure  spending.  So 
we  are  not  as  impressed  by  that  package  as  we  were  by  the  initial 
package  Prime  Minister  Hosokawa  had  attempted  to  have  adopted. 

Third,  there  were  supposed  to  be,  by  February  11,  four  agree- 
ments on  sectors,  two  of  which  are  in  government  procurement — 
medical  technology  and  telecommunications — which  did  not  come  to 
fruition.  That  has  gained  the  most  publicity. 

The  Japanese  government  agreed  with  the  United  States  Govern- 
ment in  July  that  we  would  have  these  sectoral  agreements.  We 
would  have  goals,  deregulation  procedures,  and  objective  criteria, 
quantitative  or  qualitative  or  both,  to  measure  the  success  or  fail- 
ure of  these  agreements.  It  is  on  that  latter  situation  that  we  stum- 
bled, meaning  the  whole  sectoral  agreements.  We  couldn't  even 
agree  on  goals,  although  we  were  willing  to  take  the  language  di- 
rectly off  page  one  of  the  framework  agreement  and  say  those 
would  be  the  goals  for  each  of  the  sectors. 

The  President  has  made  it  clear  that  we  are  going  to  make  a 
clean  break  with  the  past.  We  are  not  going  to  have  a  cosmetic 
agreement  or  agreements.  We  are  not  going  to  paper  over  our  dif- 
ferences. 

The  Japanese  government  and  its  people  are  our  most  important 
bilateral  relationship  in  the  world,  but  what  we  are  not  going  to 
do  is  continue  what  we  have  been  doing  for  20  or  30  years  and  that 
is,  we  paper  over  our  differences,  we  allow  the  status  quo  to  be 
maintained,  their  markets  remain  closed  to  our  most  critical  and 
most  competitive  products  as  well  as  other  countries'  most  competi- 
tive and  critical  products,  and  we  fail  to  make  progress. 

We  negotiated  this  and  continue  to  negotiate  it  on  a  multilateral 
basis,  not  on  a  bilateral  basis.  We  are  not  attempting  just  to  open 
markets  for  the  United  States  but  for  all  countries  who  are  trying 
to  obtain  market  access  to  Japan. 

It  shouldn't  escape  our  attention  that  the  Asian  nations  have  a 
$50  billion  trade  deficit  with  Japan  today.  I  was  just  reading  some 
news  clips  as  I  came  in.  The  frustration  among  Asian  nations  is 
nearly  as  great  as  in  the  United  States  in  terms  of  not  being  able 
to  achieve  market  access.  Obviously,  there  are  differences  of  ap- 
proach although  most  countries,  if  not  all,  believe  the  Japanese 
should  open  their  market,  being  one  of  the  great  economic  powers 
of  the  world,  and  should  not  have  a  sanctuary  market  in  the  fu- 
ture. 

Our  approach  has  been  somewhat  different  than  others.  Our  ap- 
proach with  Japan  is  different  than  our  approach  with  any  other 
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country  in  the  world.  It  is  because  the  Japanese  markets  operate 
differently  than  any  other  market  in  the  world. 

Mr.  Smith.  Mr.  Rogers? 

Mr.  Rogers.  Mr.  Ambassador,  good  to  have  you  with  us. 

Ambassador  Kantor.  Thank  you,  sir. 

SUPER  301 

Mr.  Rogers.  I  am  going  to  continue  with  that  same  line.  Do  you 
think  the  Super  301  tool  is  adequate  to  spur  a  resolution  to  this? 

Ambassador  Kantor.  Well,  we  will  see.  The  President  has  al- 
ways supported  Super  301.  He  supported  it  starting  on  November 
21st  at  a  speech  at  Georgetown  University.  He  supported  it  during 
his  campaign.  He  has  supported  it  as  President,  as  has  this  Admin- 
istration. 

Frankly,  Mr.  Rogers  we  would  have  implemented  Super  301  ear- 
lier, at  the  end  of  calendar  year  1993,  had  it  not  been  for  these 
talks  connected  to  the  framework.  It  was  important  at  that  time  to 
make  sure  that  the  Japanese  Government  had  every  opportunity  to 
address  their  responsibilities  under  the  framework.  Unfortunately, 
they  failed  to  do  so. 

The  President  said  no  to  yet  another  cosmetic  agreement,  and  we 
last  week  indicated  we  would — or  we  did  implement  Super  301  by 
Executive  Order.  It  is  a  procedural  mechanism,  as  you  know.  It 
doesn't  change  301  itself.  All  it  requires  is  on  or  before  September 
30  of  each  year,  starting  with  this  year,  that  we  determine  what 
are  the  priority  foreign  country  practices,  that  means  those  prac- 
tices which  have  the  most  negative  influence  on  our  exports.  We 
will  follow  that  procedure  carefully.  It  is  based  on  our  National 
Trade  Estimates  Report  which  will  come  out  on  March  31. 

Mr.  Rogers.  So  you  have  plans  then  to  proceed  all  the  way 
through  the  Super  301  procedure? 

Ambassador  Kantor.  Yes,  sir. 

Mr.  Rogers.  Would  there  be  anything  that  would  stop  you? 

Ambassador  Kantor.  It  may  or  may  not  have  an  effect  on  any 
particular  country,  based  upon  their  behavior  and  willingness  to 
address  serious  issues  in  terms  of  either  treaties  or  our  trade  laws, 
which  are  not  being  adhered  to  at  the  present  time  or  in  the  future. 
That  is  up  to  the  countries  involved. 

We  will  work  closely  with  our  trading  partners  after  the  publica- 
tion of  the  National  Trade  Estimates  Report,  as  we  do  on  a  daily 
basis,  to  try  to  ensure  that  when  we  get  to  September  30th,  there 
are  no  priority  foreign  country  practices.  That  would  be  the  best  re- 
sult. However,  given  past  experience,  that  would  be  quite  unusual 
if  there  were  no  priority  foreign  country  practices.  But  that  is  what 
our  goal  is. 

Our  goal  is,  of  course,  to  open  up  markets  around  the  globe.  Our 
goal  is  to  expand  trade,  to  make  sure  trade  is  a  two-way  street, 
that  we  have  comparability  and  mutuality  of  obligations  in  trade, 
and  to  enforce  our  trade  laws  and  trade  treaties. 

Mr.  Rogers.  What  would  Japan  need  to  do  to  avoid  the  Super 
301  penalties? 

Ambassador  Kantor.  There  are  a  number  of  areas,  not  just  the 
areas  addressed  in  the  initial  four  sections  of  the  framework  where 
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Japan  has  closed  markets,  where  Japan  has  not  acted  as  every 
other  developed  country  in  the  world. 

Let  me  give  you  a  couple  overall  numbers  which  I  think  are  in- 
structive without  going  on  too  long,  but  I  think  it  is  important  as 
we  all  try  to  work  together  in  this  very  important  area. 

First  of  all,  Japan  is  the  second  largest  economy  in  the  world.  As 
a  percentage  of  gross  product,  Japan  imports  about  3  percent  of 
their  manufactured  goods  needs.  That  is  the  same  percentage  as  it 
was  in  1980.  That  same  percentage  in  the  United  States  is  7.2  per- 
cent and  in  Europe  is  close  to  8  percent. 

If  Japan  only  imported  the  same  percentage  of  manufactured 
goods  as  the  United  States  or  the  European  countries,  they  would 
import  another  $168  billion  in  manufactured  goods  annually.  If 
that  occurred,  they  would  make  a  serious  dent  in  their  trade  sur- 
plus with  the  world  and,  of  course,  with  the  United  States. 

Second,  the  content  of  their  trade  deficit  is  similarly  important. 
Even  if  we  had  a  trade  surplus  with  Japan,  we  would  be  doing  ex- 
actly what  we  are  doing  today.  Because  what  Japan  has  done  is 
take  our  and  others'  most  competitive  products  and  locked  them 
out  of  their  market,  protected  their  sanctuary  in  Japan,  built  up  a 
capital  base,  because  they  could  charge  a  higher  price  and  then  ex- 
port to  the  United  States  and  other  countries  using  that  enhanced 
capital  base. 

Well,  that  is  not  in  our  interests,  any  other  country's  interests 
or  in  the  interests  of  global  growth.  It  creates  economic 
asymmetries  as  well  as  political  concerns.  So  we  are  focused  on 
opening  their  market  with  its  wood  and  paper,  glass,  computers, 
supercomputers,  telecommunications,  medical  equipment,  insur- 
ance. You  name  it,  we  are  going  to  try  to  address  it. 

So  it  is  hard  to  answer  your  question  because  we  don't  know 
what — at  that  point,  on  September  30th  or  before — practices  might 
have  the  greatest  effect  on  U.S.  exports.  But  right  now  they  have 
a  number  of  sectors  that  would  meet  that  criteria.  However,  we 
hope  to  make  progress  between  now  and  September  30th. 

I  would  only  add  one  other  item.  We  have  over  30  trade  agree- 
ments with  Japan  today.  Most  are  not  working  well  because  they 
are  process  agreements,  not,  as  the  framework  calls  for,  results-ori- 
ented agreements.  We  have  to  change  that  because  the  process 
agreements  have  not  worked  as  well  as  we  might  have  liked. 

One  example:  in  wood,  paper  and  glass,  although  we  have  an 
agreement  in  each  sector — or  more  than  one — there  are  some 
subagreements,  our  market  share  has  actually  gone  down  in  each 
of  the  sectors  since  we  reached  agreements.  So  they  have  not  been 
as  effective  as  I — I  can  only  speak  for  this  Administration  and 
other  administrations — would  have  wanted  them  to  be. 

Mr.  Smith.  Mr.  Mollohan? 

Mr.  Mollohan.  Thank  you,  Mr.  Chairman. 

Welcome,  Mr.  Ambassador. 

Mr.  Ambassador,  first  of  all,  I  want  to  acknowledge  that  you 
have  had  a  very  busy  year  and  a  very  productive  one.  I  haven't  al- 
ways agreed  with  the  Administration's  trade  policies,  but  you  cer- 
tainly have  done  an  admirable  job,  and  I  recognize  that. 

I  represent  a  substantial  steel  activity  and  have  some  concerns 
about  the  effect  that  some  of  the  agreements  reached  during  the 
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Uruguay  Round  will  have  on  that  industry  and  would  like  to  take 
this  opportunity  to  have  you  speak  to  some  of  those  concerns. 
Ambassador  Kantor.  Sure. 

USE  OF  TRADE  LAWS 

Mr.  Mollohan.  In  spite  of  the  impressive  effort  of  the  negotiat- 
ing team,  it  is  my  sense  that  the  agreement  will  make  it  more  dif- 
ficult for  U.S.  companies  and  workers  to  successfully  use  all  three 
of  our  principal  trade  laws:  the  antidumping  law,  the  countervail- 
ing duty  law  and  the  Section  301  provisions.  I  am  interested  in 
your  intentions  regarding  the  strengthening  of  the  tools  that  we 
use  to  fight  unfair  competition  in  the  implementing  legislation. 

I  understand  that  you  do  have  considerable  flexibility  under  the 
GATT  agreement  and  discretion  as  we  fashion  the  implementing 
legislation.  And  if  you  would  speak  to  a  couple  of  the  categories, 
first  starting  with  the  category  of  injury.  As  you  consider  the  im- 
plementing legislation,  what  provisions  do  you  think  could  be  in- 
cluded to  assure  that  American  industry  has  a  fair  opportunity  to 
prove  its  case  in  these  matters  with  regard  to  injury? 

Ambassador  Kantor.  There  are  a  number  of  areas  where  we 
could  address  those  questions. 

First  of  all,  let  me  indicate  that  in  the  dumping,  countervailing 
duty  area,  the  original  draft  final  act  or  Dunkel  Text  was  unaccept- 
able to  the  United  States.  It  would  be  fair  to  say  that,  other  than 
the  United  States  with  some  help  from  the  European  Union,  just 
about  every  nation  in  the  world  was  lined  up  against  us  regarding 
our  drive  to  achieve  any  changes  in  that  text. 

In  spite  of  that,  our  negotiators,  led  by  Ambassador  Schmidt  and 
helped  in  the  last  few  weeks  by  Ambassador  Yerxa  who  had  been 
in  Geneva  before  and  who  had  worked  in  this  body  for  a  number 
of  years,  I  might  add,  for  Chairman  Rostenkowski,  I  think  did  a 
stellar  job. 

Of  the  11  items  that  we  wanted  changed  we  received  eight.  They 
were  the  eight  most  important,  including  sunsetting,  getting  rid  of 
circumvention  language.  That  is  number  one.  And  I  think  that  that 
preserved  the  essential  strength  of  our  dumping  and  countervailing 
duty  law.  So  that  is  important  to  note,  I  think,  as  we  go  forward. 

Number  two,  I  think  we  have  to  note  that  the  dispute  settlement 
mechanism  set  up  under  the  new  World  Trade  Organization  is 
much  more  in  the  U.S.  interests  than  the  previous  ineffective 
GATT  mechanism.  There  are  strict  time  limits  in  terms  of  filing 
and  consideration  of  concerns.  There  is  appeals  and  no  blockages 
allowed.  In  other  words,  no  country  can  stop  an  order  from  going 
into  effect. 

Third,  and  most  importantly,  we  have  the  right  to  cross-retalia- 
tion. It  is  especially  important  in  our  intellectual  property  rights 
because  we  are  so  strong  in  that  area.  If  you  could  only  retaliate 
in  that  sector,  it  would  mean  little  to  most  countries  who  violate 
our  intellectual  property  provisions,  so  that  is  third. 

Fourth,  we  do  have  some  areas  that  we  were  able  to  define:  neg- 
ligible markings  and  price  provisions,  and  we  included  significant 
provisions  to  discipline  the  use  of  regional  development  subsidies. 
All  three  will  help  us. 
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So  as  you  look  at  this  package,  the  eight  changes,  including  the 
most  important  ones  I  mentioned,  the  new  dispute  settlement 
mechanism  and,  third,  of  course,  directly  addressing  your  question, 
some  of  the  other  changes  we  have  made,  I  think  we  have  essen- 
tially preserved  the  strength  of  our  laws,  and  I  don't  believe  we  are 
at  any  disadvantage  in  that  regard  under  the  new  World  Trade  Or- 
ganization. 

You  also  mentioned  301.  I  think  it  is  now  generally  agreed  across 
the  trade  community,  whoever  that  might  include  at  any  particular 
point,  that  301  has  been  preserved.  It  has  not  been  changed  one 
iota.  The  only  thing  to  change  is  a  slight  change  technically  in  the 
time  limits  under  301. 

We  can  still  use  301 — if  it  is  not  a  World  Trade  Organization-cov- 
ered item  or  country — on  a  bilateral  basis.  If  it  is,  just  as  we  have 
to  do  under  the  present  law,  we  have  to  go  to  the  GATT  now;  we 
have  to  go  to  the  World  Trade  Organization  later.  And,  given  the 
fact  that  the  dispute  settlement  mechanism  is  so  effective  under 
the  new  World  Trade  Organization,  I  think  we  are  in  better  shape, 
frankly,  with  301  than  we  are  at  the  present  time. 

Mr.  Mollohan.  Okay. 

In  this  implementing  legislation,  do  you  intend  to  propose  provi- 
sions that  help  guarantee  the  ability  of  American  companies  to  suc- 
ceed? For  example,  with  regard  to  negligible  imports,  the  imple- 
menting legislation,  as  I  understand  it,  could  set  an  absolute 
threshold.  For  example,  3  percent  is  talked  about. 

Ambassador  Kantor.  We  would  be  willing  to  work  with  you  and 
other  Members  of  both  the  Republican  and  Democrats  of  this  body 
as  well  as  the  other  body  in  order  to  reach  effective  language  in 
this  area,  and  we  are  prepared  to  do  so. 

Mr.  Mollohan.  Thank  you,  Mr.  Chairman. 

Mr.  Smith.  Mr.  Moran? 

Mr.  Moran.  Thank  you,  Mr.  Chairman. 

I  agree,  Mr.  Hopkins  seems  to  have  squeezed  every  piece  of  fat 
out  of  this  budget.  So  I  don't  have  any  good  budget  questions. 

I  can't  believe,  actually,  with  NAFTA  and  now  with  GATT  that 
you  are  not  asking  for  a  lot  more.  I  think  you  probably  could  have 
gotten  away  with  getting  a  substantial  increase,  just  on  the  basis 
of  all  of  the  activity  going  on  in  your  office,  but  you  are  actually 
asking  for  $150,000  less.  I  can't  find  any  budget  questions.  So  let 
me  talk  about  policy  questions. 

Ambassador  Kantor.  Mr.  Moran,  we  are  going  to  a  higher  order 
in  the  trade  office  because  of  that. 

TRADE  WITH  JAPAN  AND  CHINA 

Mr.  Moran.  Well,  it  is  laudatory,  actually.  I  know  Mr.  Hopkins. 
I  know  he  is  tough.  So  I  am  not  surprised. 

But  let  me  ask  some  questions  with  regard  to  Japan,  and  then 
I  would  like  to  ask  you  a  little  about  China  as  well. 

Ambassador  Kantor.  Absolutely. 

Mr.  Moran.  With  regard  to  Japan,  the  industry  that  probably 
has  the  most  stake  in  Japan  is  the  auto  industry.  They,  of  course, 
have  made  some  efforts,  perhaps  more  than  any  other  industry,  to 
actually  create  some  jobs  here  in  the  United  States  through  manu- 
facturing and  their  assembly  plants.  In  fact,  in  Kentucky  they  have 
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a  large  one,  which  I  was  glad  to  see.  That  is  where  my  own  car 
was  put  together. 

But  how  would  301,  for  example,  affect  the  Japanese  auto  indus- 
try? 

Ambassador  Kantor.  It  may  or  may  not.  Obviously,  our  aim  is 
not  to  close  U.S.  markets;  it  is  to  open  Japanese  markets.  What  we 
would  like  to  see  is  the  Japanese  market  reflect  what  the  U.S.  and 
European  markets  reflect. 

Right  now,  about  33  percent  of  all  auto  sales  in  the  United 
States  are  foreign  cars.  About  25  percent  are  Japanese.  That  mar- 
ket share  has  gone  down.  Our  companies  have  never  been  more 
competitive,  more  productive  than  they  are  today. 

We  would  like  to  see  our  market  begin  to  open  in  terms  of  dealer- 
ship and  spare  parts  and  other  things  where  it  has  not  been 
opened.  So  our  drive  is  to  do  that,  not  to  close  our  market  here  or 
to  adversely  affect  companies  in  Georgetown,  Kentucky,  or  Smyrna, 
Tennessee. 

I  would  note  that  that  company  owned  by  Nissan  is  the  largest 
company  under  one  roof.  I  come  from  Nashville,  so  I  mention  that. 

These  are  important  companies  hiring  American  workers  to 
produce  some  of  the  best  products  in  the  world.  That  is  going  to 
continue  as  we  continue  to  globalize,  and  we  ought  to  encourage  it. 

What  we  ought  to  discourage  is  the  Japanese  continually  protect- 
ing their  sanctuary  at  home,  and  open  up  their  market  as  we  have 
opened  up  ours. 

I  am  sorry  to  use  another  number,  but  I  think  it  is  important. 
Of  all  of  the  foreign  direct  investment  in  the  world,  all  the  stock 
of  foreign  direct  investment,  four- tenths  of  1  percent  is  in  Japan, 
36  percent  in  Europe.  So  you  can  see  what  has  happened.  There 
is  a  discrimination  in  Japan  against  foreign  direct  investment, 
against  foreign  competitive  products,  against  importing  manufac- 
tured goods  that  are  certainly  competitive  everywhere  in  the  world. 

The  Motorola  case,  which  we  need  not  get  into,  unless  you 
wish — and  I  am  happy  to  do  so  in  great  detail — is  characteristic  of 
this  policy,  and  it  needs  to  change. 

So  we  are  not  trying  to  shoot  ourselves  in  the  foot.  We  are  not 
trying  to  discourage — in  fact,  we  are  trying  to  encourage — invest- 
ment in  our  economy.  But  we  would  like  to  try  to  encourage  others 
like  Japan  to  open  their  markets,  to  allow  our  businesses  to  do 
business  there. 

Mr.  Moran.  Well,  actually,  I  like  those  figures.  What  was  the 
number  for  Japan? 

Ambassador  Kantor.  Four-tenths  of  1  percent. 

Mr.  MORAN.  That  is  what  I  thought  you  said.  That  is  amazing. 

The  concern  I  would  have  with  Japan's  deficit  is  not  as  much 
with  the  quantitative  deficit  as  the  qualitative  deficit.  Most  of  the 
stuff  that  we  are  selling  in  Japan  now  is  raw  material. 

Ambassador  Kantor.  That  is  right.  And  agricultural  products. 

Mr.  Moran.  That  is  right.  Particularly  in  agricultural  products, 
timber  and  so  on.  And  then  they  get  the  real  value,  which  is  added- 
on  value  from  the  manufacturing,  and  then  sell  it  to  us.  So  it  is 
that  qualitative  deficit  that  is  a  real  problem.  The  auto  makers  are 
not  as  guilty  of  that  as  many  other  industries  because  they  have 
been  willing  to  come  over  here  and  actually  put  much  of  the  real 
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added  value  to  the  product  that  takes  place  in  the  United  States. 
But  that  is  a  concern. 

I  have  been  hearing  you  talk  about  quantitative  quotas  when  a 
large  part  of  the  problem  seems  to  be  this  mercantile  approach. 
That  is  what  England  was  doing  to  the  colonies.  They  were  taking 
our  raw  materials,  getting  all  of  the  real  profit  margin  by  their  as- 
semblage and  manufacturing  and  then  selling  it  back  to  us.  And 
that  is  a  concern  much  greater  than  even  the  quantitative. 

Ambassador  Kantor.  Absolutely.  I  said  that  earlier  to  Mr.  Rog- 
ers. I  should  have  made  a  greater  point  of  it. 

As  I  said  to  Mr.  Rogers,  even  if  we  had  a  trade  surplus  with 
Japan,  we  would  be  doing  exactly  what  we  are  doing  today.  Be- 
cause you  are  absolutely  right.  It  is  the  qualitative  assessment  of 
our  trade  imbalance  with  Japan  that  is  so  critical.  Those  high 
value-added  goods  represent  high-wage,  high-skill  jobs.  If  we  try  to 
raise  our  standard  of  living  in  this  country — and  that  is  how  we  are 
going  to  do  it,  by  creating  high-wage  and  high-skill  jobs — the  in- 
ability to  open  up  Japanese  markets  directly  and  adversely  affects 
U.S.  jobs  in  those  areas. 

Mr.  Moran.  Let  me  just  ask  you  one  final  question.  This  is  on 
China,  but  it  is  somewhat  related  to  Japan. 

Even  though  the  amount  of  flow  between  the  two  nations  is  con- 
siderably less  with  China  than  with  Japan,  our  deficit  with  Japan 
is  about  40  percent  of  the  flow  of  trade.  With  China,  it  is  about 
two-thirds.  They  are  actually  exporting  to  us  4  times  as  much  as 
we  sell  to  China. 

The  reason  it  is  a  concern  is  that  China  has  the  potential  to  be 
the  world's  economic  power  in  the  21st  Century.  They  are  growing 
at  a  13  percent  annual  rate.  It  is  phenomenal  what  is  happening 
there,  the  pace  of  change  and  growth.  How  would  we  apply  a  simi- 
lar standard  to  China  and  what  does  Super  301  mean  to  China's 
trade  relationship? 

Ambassador  Kantor.  Our  trade  relations  with  China  today  are 
mixed.  Let  me  report  to  you  on  that. 

On  one  hand,  the  1992  memorandum  of  understanding  which  is 
designed  to  open  up  both  agriculture  and  manufactured  goods  into 
China  is  working  in  the  manufacturing  sector  quite  well.  We  have 
opened  up  or  reduced  the  quotas  and  the  limitations  on  over  452 
items,  some  ahead  of  schedule,  in  high-value-added  goods  like  elec- 
tronics and  other  sectors. 

However,  in  agriculture,  they  continue  to  impose  sanitary  and 
phytosanitary  standards  which  we  don't  believe  are  reasonably 
based  which  are  keeping  much  of  our  products  out.  So  it  is  a  mixed 
message. 

In  terms  of  intellectual  property  protection,  they  pass  very  strong 
laws  at  the  insistence  of  the  United  States.  However,  they  haven't 
enforced  those  laws.  It  shouldn't  escape  our  attention  that  it  is  dif- 
ficult for  China  today  to  enforce  their  laws  the  further  away  you 
get  from  Beijing. 

However,  we  are  working  with  them  almost  on  a  daily  basis — 
that  is  not  an  overstatement — in  trying  to  build  mechanisms,  work- 
ing with  them  to  enforce  those  laws.  But  they  are  not  doing  the 
kind  of  job  now  that  we  would  say  is  effective  in  that  area. 
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In  the  textile  area,  we  had  a  major  problem,  as  you  probably 
know.  China  was  engaged  in  overshipments — that  means  overquota 
shipments — which  were,  in  past  administrations,  being  locked  up 
in  warehouses  and  then  allowed  out  after  a  certain  period  of  time 
which  was  adversely  affecting  our  markets  here,  trans-shipments, 
and  circumventing  our  quota  laws.  They  were  going  through  about 
25  countries,  transhipping  our  goods  in  an  amount  of  about  $2  bil- 
lion a  year. 

We  invoked  sanctions  against  China  when  we  couldn't  reach  a  bi- 
lateral textile  agreement  which  would  address  that  issue.  Within 
five  days — it  took  two  days  for  Ambassador  Hillman  to  get  there — 
we  had  an  agreement  with  China  which  we  believe  has  begun  to 
address  that  issue  effectively. 

One,  it  has  very  strong  language  in  terms  of  anti-circumvention 
and  trans-shipment.  It  has  strong  penalties  if  they  continue  to  do 
it. 

Second,  they  "paid  for"  past  transgressions  by  holding  their 
quota  growth,  in  textile  and  apparels  to  zero  this  year.  It  has  been 
growing  at  about  15  percent  a  year;  they  held  it  to  zero.  They 
agreed  to  grow  it  for  the  next  few  years  only  at  1  percent  and  for 
the  first  time  agreed  to  a  cap  on  silk  apparel.  It  was  coming  into 
the  U.S.  from  China  so  cheap  that  it  was  taking  the  place  of  cotton 
apparel.  I  know  that  is  counterintuitive,  but  that  is  what  is  hap- 
pening. So  that  agreement  is  very  helpful. 

So,  on  the  one  hand,  we  have  had  cooperation,  movement  from 
China.  On  the  other  hand,  we  still  have  some  major  problems  in 
trade. 

I  would  just  note  that  there  are  26  what  we  call  "power  compact 
disk  factories"  in  southern  China  operating  and  producing  50  mil- 
lion compact  disks  a  year.  They  are  selling  2  million  in  China.  You 
can  imagine  where  the  other  48  million  are  going.  Not  only  in  Asia. 
They  are  now  showing  up  in  Canada. 

So  we  have  a  number  of  issues  to  address.  It  is  an  enormously 
important  potential  market  for  us.  The  Chinese  government  has 
been  more  cooperative  than  in  the  past  over  the  last  few  months, 
but  we  have  a  ways  to  go. 

Mr.  Moran.  Thank  you. 

Mr.  Smith.  Mr.  Kolbe? 

Mr.  Kolbe.  Thank  you,  Mr.  Chairman. 

Mr.  Ambassador,  welcome.  Mr.  Mollohan  and  I  probably  don't 
agree  on  very  much,  but  we  do  agree  on  one  thing  and  that  is,  we 
probably  don't  agree  with  everything  you  say.  So  it  is  appropriate 
that  he  is  sitting  over  there,  and  I  am  sitting  on  this  side. 

Ambassador  Kantor.  And  I  am  sitting  in-between. 

Mr.  Kolbe.  I  will  ask  you  to  put  on  your  free  trade  hat.  There 
are  so  many  things  that  I  want  to  ask  about.  I  have  some  questions 
on  the  budget  as  a  matter  of  fact,  but  I  would  like  to  start  with 
some  of  the  questions  that  have  been  raised  here  on  the  Japan 
issue. 

First,  in  response  to  some  questions  that  Mr.  Rogers  had  here  on 
Super  301,  Mr.  Ambassador,  with  all  of  the  fanfare  and  trumpets 
and  drumrolls  last  week  on  doing  Super  301  by  Executive  Order, 
what  power  or  authority  does  that  give  you  that  you  do  not  have 
under  301? 
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Ambassador  KANTOR.  It  is  a  procedural  mechanism  that,  in  ef- 
fect, does  not  create  any  new  powers. 

Mr.  KOLBE.  Is  there  anything  in  there  that  you  couldn't  do  with 
301? 

Ambassador  KANTOR.  No.  But  it  imposes  a  discipline  on  the 
Trade  Representative,  whoever  that  might  be,  on  the  office  and  on 
the  Administration,  to  take  the  National  Trade  Estimates  Report, 
which  is  assiduously  completed  every  year  and  makes  it  into  a  liv- 
ing, breathing,  effective  document. 

Because  it  forces  me  or  whoever  my  successor  might  be  at  any 
point  in  time,  to  take  that  report  and  to  make  sure  priority  foreign 
country  practices — those  which  have  the  most  adverse  effect  upon 
U.S.  exports — and  do  something  about  it  after  a  21-day  delay.  You 
are  very  familiar  with  that  process.  And  then  the  investigation 
would  ensue. 

I  believe  that  is  important.  I  believe  the  discipline  is  important, 
and  the  message  that  is  sent  is  critical. 

Mr.  KOLBE.  Well,  I  agree  about  the  message,  and  I  will  come 
back  to  that. 

But  the  fact  is  the  President,  with  a  phone  call  to  you  or  to  who- 
ever the  trade  ambassador  is,  could  say,  "Give  me  a  report  based 
on  your  review  of  countries — give  me  a  report  on  Japan  or  any 
other  country."  There  is  nothing  in  Super  301  that  can't  be  done 
by  the  President  by  simply  asking  you  to  do  it.  Super  301  was  im- 
posed by  Congress  in  an  attempt  to  try  to  force  the  previous  presi- 
dent to  do  something.  But  there  is  nothing  that  you  can't  volun- 
tarily do  on  your  own. 

Ambassador  Kantor.  No.  But  I  would  assume  and  trust  that  I 
will  not  be  the  trade  representative  for  the  rest  of  my  career.  Some- 
time I  hope  to  go  back  to  Los  Angeles  or  Nashville  or  somewhere 
and  assume  a  normal  life. 

Even  though  I  may  be  more  intent  and  intense  about  enforcing 
our  treaties  and  trade  laws,  the  next  trade  representative  may 
have  other  priorities.  And  I  believe  it  is  critical  that  we  put  this 
in  place  in  order  to  bring  this  National  Trade  Estimates  Report 
into  the  forefront  and  make  it  a  reality  and  begin  to  open  these 
markets.  You  see  where  you  and  I  agree,  and  we  do  on  so  many 
things,  as  you  know. 

Mr.  Kolbe.  We  do  on  so  many  things. 

Ambassador  KANTOR.  We  certainly  are  extremely  grateful  to  you 
for  everything  you  did  on  the  NAFTA  and  other  trade  issues.  With- 
out your  help,  it  would  not  have  become  a  reality.  The  fact  is  that 
this  discipline  is  critical.  But  the  message  is  just  as  important.  And 
I  think  now  that  this  was  not  just  directed  at  Japan.  Other  coun- 
tries now  have  the  message,  and  I  think  it  will  be  very  helpful. 

This  country  has  kept  its  markets  open  since  World  War  II.  It 
is  the  largest  open  market  in  the  world.  And  we  now  are  insisting 
that  others  act  comparably.  It  is  a  brand-new  interdependent  glob- 
al economy  where  we  are  all  going  to  have  to  take  responsibility, 
not  just  the  United  States,  and  that  is  really  the  message  that  this 
sends. 

Mr.  KOLBE.  Mr.  Ambassador,  you  said  what  we  sought  in  Japan 
was  mutual  access  for  all  countries.  Two  questions  here.  How  do 
you  do  that  when  you  are  seeking  managed  trade  by  the  num- 
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bers— that  is,  certain  percentages  of  trade  with  Japan?  And,  simi- 
larly, in  answer  to  the  question  about  your  seeking  qualitative  bal- 
ance, how  do  you  do  that  when  you  seek  specific  percentages  of  ac- 
cess to  markets? 

Ambassador  Kantor.  One,  we  never  sought  any  specific  percent- 
age of  access  to  markets. 

Number  two,  I  wouldn't  agree  with  your  premise,  with  all  due  re- 
spect. I  don't  know  what  managed  trade  is.  No  one  has  ever  been 
able  to  define  it  for  me.  But  it  certainly  wasn't  managed  trade  by 
the  numbers.  It  wasn't  managed  trade  at  all.  It  was  unmanaged 
trade. 

What  we  said  to  Japan  is,  "Let's  establish  a  goal,  let's  establish 
a  deregulatory  effort,  and  let's  make  sure  we  can  measure  success." 
They  agreed  to  that.  This  was  not  just  a  one-way  agreement.  The 
Japanese  agreed  we  should  have  objective  criteria,  quantitative  or 
qualitative  or  both,  in  order  to  measure  the  success  or  failure  of 
these  agreements. 

The  only  thing  that  didn't  occur  was  that  the  Japanese  did  not 
live  up  to  their  obligations  and  responsibilities  under  that  frame- 
work. 

Mr.  Kolbe.  Well,  Mr.  Ambassador,  I  know  that  others  have  ques- 
tions— and  perhaps  I  will  have  time  to  come  back  on  this.  I  would 
agree  with  your  figure  about  the  direct  foreign  investment,  and  I 
think  that  is  absolutely  critical.  It  is  at  the  heart  of  the  problem 
that  we  have  with  Japan — that  only  1  percent  of  Japanese  invest- 
ment is  foreign  investment  as  opposed  to  the  OECD  average,  which 
I  think  is  16,  17  percent. 

Ambassador  Kantor.  Higher. 

Mr.  Kolbe.  Okay,  higher  than  that.  It  is  very,  very  substantial. 
And  I  think  that  is  absolutely  at  the  heart  of  our  problem  with 
Japan.  We  know  historically — and  figures  bear  this  out — that  so 
much  of  our  exports  go  to  U.S.-owned  subsidiaries  overseas,  and  we 
don't  have  those  subsidiaries  in  Japan  because  we  don't  have  the 
direct  foreign  investment.  That  is  the  key  to  the  problem  there,  and 
that  is  what  we  have  to  break  down  in  Japan. 

I  don't  think  you  do  it  with  the  managed  trade  approach  of  trying 
to  get  them  to  set  specific  targets,  specific  goals  of  percentages  of 
access  to  markets.  I  just  don't  think  that  that  is  the  answer  to  the 
problem.  But  you  and  I  are  philosophically  different  on  this. 

Ambassador  Kantor.  First  of  all,  we  haven't  tried  to  do  that.  So 
I  may  or  may  not  agree  with  you.  I  would  only  indicate  that  the 
Reagan  administration,  I  think  an  administration  you  supported, 
negotiated  a  semiconductor  agreement  that  has  worked  quite  well. 
Now,  we  said  that  we  rejected  that  approach.  That  is  strictly  a 
market  share  target.  That  is  clear. 

Mr.  Kolbe.  I  clearly  agree. 

Ambassador  KANTOR.  We  have  stayed  away  from  that  and  said 
we  would  in  the  spring  and  have  done  so  in  these  negotiations.  You 
and  I  have  no  difference  in  terms  of  our  ultimate  goal,  and  that  is 
opening  those  markets.  It  is  unacceptable  that  business  as  usual 
continues. 

We  also  agree  that  the  over  30  agreements  we  have  with  Japan 
today  have  not  worked  as  well  as  any  of  us  would  have  liked.  Our 
approach  was,  let's  try  something  new. 
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What  we  did  is  follow  an  approach  that  was  recommended  by  the 
entire  business  community  in  an  acting  report  received  in  February 
of  1993.  It  said  you  ought  to  have  temporary  quantitative  indica- 
tors in  order  to  make  sure  Japan  opens  its  markets. 

The  President  read  that  report,  underlined  it,  sent  it  back  to  me, 
came  to  a  meeting,  which  is  quite  unusual  for  a  President,  to  dis- 
cuss it  with  a  number  of  folks  from  the  business  and  labor  commu- 
nity. There  was  unanimous  agreement  around  that  table,  not  that 
that  should  drive  you  towards  any  conclusion  but  it  certainly  drove 
this  President  towards  a  conclusion  that  going  towards  a  results- 
oriented  agreement  was  the  only  way  we  were  going  to  be  effective 
in  addressing  the  problem  with  Japan. 

Mr.  Kolbe.  Thank  you,  Mr.  Chairman. 

Mr.  Smith.  Mr.  Skaggs? 

Mr.  Skaggs.  Thank  you,  Mr.  Chairman. 

NAFTA 

Mr.  Ambassador,  we  tend  to  focus  on  the  issue  at  the  moment 
and  then,  when  it  passes,  not  to  return  to  it.  I  would  like  to  return 
to  NAFTA  a  little  bit  with  you. 

Many  of  us  made,  I  think,  a  good-faith  representation  to  our 
friends  in  the  environmental  community  and  our  friends  in  orga- 
nized labor  that  the  side  agreements  dealing  with  those  issues 
would  be  very,  very  seriously  taken  and  implemented.  I  just  would 
like  to  give  you  an  open-ended  opportunity  to  fill  us  all  in  on  what 
is  going  on,  now  that  we  are  in  the  implementation  phase.  What 
are  the  mechanisms  going  to  be  so  that  the  apprehension  that 
those  agreements  might  be  toothless  tigers  can  be  rebutted  in  prac- 
tice? 

Ambassador  Kantor.  Number  one,  we  have  already  set  up  under 
the  labor  side  agreement  the  national  administrative  offices  in 
three  countries,  and  they  are  accepting  petitions  now. 

Second,  the  first  meetings  of  the  commissions  themselves,  involv- 
ing the  environment  or  labor  ministers  of  the  three  countries  will 
meet  March  21  and  March  23. 

Third,  we  have  already  begun,  at  the  staff  and  officials  level,  to 
draft  rules  and  procedures  and  to  choose  sites  and  begin  to  look  at 
how  we  select  staff.  I  think  we  are  way  ahead  of  where  we  thought 
we  might  have  been  in  terms  of  schedule.  It  is  somewhat  com- 
plicated to  put  together. 

But  all  three  countries  have  shown  tremendous  commitment  to 
fulfilling  what  we  said  we  were  going  to  do.  I  only  have  the  highest 
praise  for  the  Canadian  and  Mexican  governments  for  their  atten- 
tion to  both  of  these  areas.  Obviously,  this  is  a  U.S.  initiative.  But 
I  can  report  to  you  that  both  countries  are  fulfilling  their  respon- 
sibilities in  the  most  impressive  way. 

Mr.  Skaggs.  Where  are  the  resources  for  implementation  show- 
ing up  in  the  budget? 

Ambassador  Kantor.  The  resources  won't  be  necessary  for  a 
while.  For  instance,  in  the  establishment  of  a  labor  commission 
which  is  going  to  be  in  the  United  States,  we  are  about  to  make 
a  choice  on  cities  that  want  this  commission  and  are  giving  all 
three  countries  building  space  and  all  kinds  of  accoutrements, 
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which  means  that  we  are  not  going  to  have  to  spend  much  money 
at  all. 

The  money  to  be  spent  here  is  negligible  at  best.  The  major 
money  to  be  spent  is  going  to  go  through  the  North  American  De- 
velopment Bank  for  the  establishment  of  a  Border  Environmental 
Cooperation  Commission  under  the  agreement,  not  in  these  com- 
missions. 

The  commissions  are  going  to  be  very  small.  The  staffs  will  range 
from  12  to  15  people,  at  most.  The  budgets  will  be  covered  by  three 
different  countries.  And,  of  course,  those  staffs  won't  go  into  effect 
in  the  next  few  months. 

Mr.  Skaggs.  There  is  no  FTE  impact  that  is  going  to  show  up 
somewhere? 

Ambassador  Kantor.  No.  These  are  international  commissions. 
But  it  will  have  to  show  in  the  budget.  The  budget  will  have  to  pay 
our  share.  Our  share  will  be  very  small. 

Mr.  Skaggs.  Is  that  going  to  come  out  of  your  appropriation  or 
somewhere  else? 

Ambassador  Kantor.  Commerce  and  State,  thank  goodness. 

Mr.  Skaggs.  That  is  what  I  was  wondering. 

Ambassador  Kantor.  One  more  hit  here,  and  we  would  be  in 
real  trouble. 

SITES  FOR  NAFTA  SECRETARIAT 

Mr.  Skaggs.  You  mentioned  that  you  are  already  dealing  with 
sites.  Is  the  labor — well,  I  would  call  it  the  labor  secretariat.  What 
was  your  term? 

Ambassador  Kantor.  Labor  secretariat  is  the  proper  term,  yes, 
sir.  It  has  been  agreed  among  the  three  countries  that  that  will  be 
in  the  United  States. 

Ambassador  Kantor.  The  environmental  secretary  will  be  in 
Canada,  and  the  overall  NAFTA  coordinating  commission — or  it  is 
not  really  a  secretary  coordinating  body.  I  don't  know  if  it  will  be 
in  Mexico  City  or  in  Mexico.  I  assume  they  are  picking  Mexico  City. 
I  don't  know  that  for  a  fact,  though. 

Mr.  Skaggs.  Where  are  we  on  the  site  selection  for  the  U.S.  piece 
of  this  and  who  makes  that  call? 

Ambassador  Kantor.  The  call  will  be  made  by  the  White  House. 
We  have  given  the  White  House  our  recommendation.  Until,  of 
course,  the  President  makes  a  decision,  I  would  rather  not  say 
what  our  recommendation  is.  I  think  that  would  be  unfair  and  un- 
wise. We  have  a  very  good  number  of  proposals,  and  we  have 
ranked  them  and  sent  our  recommendation  to  the  White  House. 

Mr.  Skaggs.  Timing  on  that? 

Ambassador  Kantor.  Oh,  very  soon.  I  would  say  in  the  next  cou- 
ple of  weeks. 

Mr.  Skaggs.  But  this  is  going  to  be — if  we  were  to  look  at  this 
as  an  economic  development  cue  for  the  site,  from  what  you  are 
saying — relatively  modest  in  terms  of  people? 

Ambassador  Kantor.  Relatively  modest.  I  think  there  is  and 
should  be  some  prestige  attached  to  it,  but  in  economic  terms  I 
think  very  modest. 

Mr.  Skaggs.  What  was  the  criteria  that  you  used  in  making  your 
recommendation  to  the  White  House  on  this? 
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Ambassador  Kantor.  Everything  from  the  package  offered, 
which  would  save  money  and  resources,  to  the  availability  of  an 
international  airport.  That  kind  of  thing  was  most  important  to  us. 
And  also  geographic  location  was  important  in  terms  of  the  avail- 
ability of  that  secretariat  to  all  three  countries. 

Mr.  Skaggs.  Was  there  some  kind  of  solicitation  that  occurred? 
For  instance,  we  have  been  in  touch  with  your  office  periodically 
on  this,  and  there  was  no  indication  that  there  was  any  process. 

Ambassador  Kantor.  There  was  no  formal  solicitation.  We 
talked  to  a  number  of  cities  and  encouraged  them  to  make  offers. 
There  were,  as  I  said,  a  number  of  offers  that  came  in — including 
your  wonderful  city  of  Denver,  Dallas,  I  think  San  Antonio.  There 
are  others.  Those  are  the  three  that  stand  out  in  my  mind  right 
now.  I  think  one  from  Houston  as  well,  if  I  am  not  mistaken. 

Mr.  Skaggs.  There  was  no — when  we  were  scrambling  around 
for  votes  last  fall  to  get  NAFTA  approved  here — predetermination 
of  the  labor  site.  Is  that  a  correct  reading? 

Ambassador  Kantor.  No,  there  were  no  predeterminations.  We 
didn't  have  any  package  at  that  point  from  anyone. 

Let  me  go  back  and  say  that  some  people  who  are  in  support  of 
NAFTA  obviously  talked  to  us  about  their  city  or  their  State  get- 
ting the  labor  secretariat  or  a  secretariat  that,  at  that  point,  was 
unknown,  which  one  it  would  be.  Those  discussions  did  take  place, 
let  me  be  frank  with  you,  including  Members  of  many  of  the  impor- 
tant committees  around  here.  But  we  had  no  packages  before. 

Mr.  Skaggs.  I  will  come  back  to  some  other  things  on  the  next 
round,  Mr.  Chairman.  Thank  you. 

EXPORT  CONTROLS 

Mr.  Smith.  We  have  been  talking  about  opening  up  opportunities 
for  exports,  and  now  I  want  to  ask  you  about  what  has  been  done 
to  reduce  restrictions  on  exports. 

With  the  background  to  that,  this  subcommittee  was  in  Shang- 
hai— I  don't  know  when  it  was — three  years  ago.  We  had  a  long 
meeting  with  the  Mayor  of  Shanghai.  As  you  know,  the  Mayor  of 
Shanghai  is  the  head  of  all  industry,  not  like  a  mayor  in  the  Unit- 
ed States.  He  was  complaining  that  he  had  all  of  these  dollars  and 
couldn't  use  them  to  buy  computers  that  were  readily  available  in 
the  world  market,  so  he  had  to  trade  them  for  francs  so  he  could 
buy  computers  with  francs.  What  has  been  done  about  unnecessary 
restrictions  on  exports? 

Ambassador  Kantor.  First  of  all,  this  Administration,  as  you 
know,  changed  our  export  control  policies  and  have  gone  to  one- 
stop  shopping.  We  have  lessened  the  controls  on  high-tech  goods. 
We  have  tried  to  make  exporting  more  easily  available  to  high-tech 
companies. 

There  have  always  been  restrictions  or  barriers  placed  between 
the  exporter  and  getting  the  export  license  by  the  Department  of 
Commerce.  Secretary  Brown  has  done  a  tremendous  job  through 
the  Trade  Promotion  Coordinating  Committee  in  changing  those 
rules  and  regulations,  and  I  think  you  will  see  a  big  difference  over 
the  next  few  years  in  that  area. 
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Second,  we  have  attempted  to  work  with  small-  and  medium-size 
business,  trying  to  put  the  Eximbank,  Small  Business  Administra- 
tion and  Commerce  Department  together  to  coordinate  their  activi- 
ties in  order  to  promote  exports  by  small-  and  medium-size  busi- 
nesses. Many  of  those  are  in  the  high-tech  sector. 

Third,  we  have  been  vigorous  in  our  pursuit  of  enforcing  U.S. 
laws  to  open  export  sectors.  For  instance,  telecommunications  in 
Korea,  heavy  electrical  equipment  in  Europe,  we  have  an  agree- 
ment right  now  that  is  a  $20  billion  a  year  market,  which  hasn't 
been  opened  since  the  Marshall  Plan  went  into  effect. 

The  rice  market  has  opened  up  in  both  Korea  and  Japan — and 
I  know  that  is  not  high-tech,  but  rice  is  very  important  to  a  couple 
of  my  favorite  states,  Arkansas  and  California. 

And  the  construction  market  has  opened  in  Japan,  a  government 
procurement,  which  had  been  rife  with  corruption  and  had  been 
closed  to  foreign  competitive  bids  for  the  most  part,  and  that  has 
been  opened  up  as  a  result  of  our  invoking  sanctions.  We  didn't 
have  to  impose  them  because  the  Japanese  responded,  and  I  have 
nothing  but  the  highest  praise  for  Mr.  Hosokawa's  government  for 
doing  that. 

Mr.  Smith.  Mr.  Rogers? 

USE  OF  U.S.  ANTITRUST  LAWS  IN  JAPAN 

Mr.  Rogers.  Mr.  Ambassador,  last  year  when  you  testified  we 
talked  about  the  possible  use  of  U.S.  antitrust  laws  to  try  to  break 
into  the  Japanese  markets.  You  indicated  then  that  you  would  dis- 
cuss their  possible  use  with  the  Attorney  General.  Where  do  you 
stand  on  that? 

Ambassador  Kantor.  We  are  in  the  middle  of  a  number  of  in- 
quiries internally  in  the  Justice  Department.  They  have  looked  at 
a  number  of  practices,  not  only  by  Japan  but  by  the  European 
Union  and  others  as  well,  and  it  is  believed  by  the  Assistant  Attor- 
ney General  for  Antitrust  that  we  can  use  our  laws  effectively  in 
this  area,  and  she  is  looking  very  carefully  at  a  number  of  practices 
right  now. 

Mr.  Rogers.  Looking  toward  possible 

Ambassador  Kantor.  Possible  action.  However,  let  me  be  careful 
in  saying  no  decisions  have  been  made.  They  are  in  the  middle  of 
their  inquiries  and  review  right  now.  As  you  know,  it  takes  quite 
a  bit  of  time  in  terms  of  both  fact-finding  and  in  preparing  the 
legal  approach  in  order  to  be  careful,  cautious  and  responsible  in 
dealing  with  this.  But  she  is  in  the  middle  of  this  right  now,  and 
we  have  had  some  discussions  about  it. 

Mr.  Rogers.  Well,  if  you  have  a  weapon  and  you  don't  use  the 
weapon,  you  have  no  weapon.  So  I  am  a  little  bit  impatient  that 
we  have  not  moved  on  this  issue. 

It  is  clearly  there,  and  I  think  any  objective  examination  of  Japa- 
nese practices,  particularly  the  keiretsu,  would  immediately  con- 
clude that  it  violates  U.S.  antitrust  laws.  Frankly,  I  don't  think  you 
are  ever  going  to  break  into  the  Japanese  market  until  you  break 
down  the  monopoly  that  exists  there.  Let's  be  frank — there  is  a  mo- 
nopoly there. 
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The  banks'  boards  of  directors  are  on  the  automobile  companies' 
boards  of  directors  and  vice  versa.  They  also  have  auto  parts  direc- 
torships and  so  on.  It  is  all  one  big  machine.  And  that  clearly  vio- 
lates American  antitrust  laws,  if  they  are  to  use  that  machinery  to 
monopolize  this  market.  Do  you  agree  with  that? 

Ambassador  Kantor.  I  agree  it  is  a  serious  problem  and  one 
which  we  are  looking  at  very  carefully.  I  think  it  would  be  a  mis- 
take on  our  part  to  move  too  quickly  before  we  had  the  strongest 
possible  case  prepared. 

Second,  I  am  a  little  reluctant  to  go  out  in  front  of  the  Justice 
Department.  This  is  their  portfolio,  not  mine. 

However,  let  me  assure  you  that  the  Attorney  General  is  well 
aware  of  the  situation  and  the  Assistant  Attorney  General  for  Anti- 
trust is  working  very  hard  on  this  subject,  and  I  believe  it  is  an 
area  of  fruitful  inquiry. 

Mr.  Rogers.  How  soon  can  we  expect  to  know  what  is  going  to 
happen? 

Ambassador  Kantor.  I  am  not  in  the  habit  of  avoiding  a  ques- 
tion, maybe  to  my  detriment  sometimes.  But  this  is  one  in  which 
I  think  it  would  be  unfortunate  if  I  tried  to  answer  that  question. 

I  am  not  in  charge;  I  am  not  the  Attorney  General.  Second,  I  am 
not  aware  of  every  detail  of  these  inquiries  at  this  point.  I  think 
that  question  would  be  more  properly  directed,  with  all  due  re- 
spect, to  the  Justice  Department  and  not  to  USTR. 

Mr.  Rogers.  Well,  have  you  asked  them  to  use  this  tool? 

Ambassador  Kantor.  We  have  discussed  it,  and  our  office  has  in- 
dicated to  them,  because  of  our  experience,  what  we  thought  were 
the  most  difficult  problems  and  how  the  markets  worked.  Our  offi- 
cials are  experts  at  the  workings  or  lack  thereof  of  the  Japanese 
market  or  other  markets.  So  we  have  tried  to  cooperate. 

But,  again,  I  quit  practicing  law  on  January  21,  1993,  and  I  am 
not  going  to  start  today.  I  don't  think  I  should  go  any  further  into 
that. 

Mr.  Rogers.  Well,  I  would  encourage  you  and  hope  that  you 
would  do  that.  I  realize  you  may  want  to  keep  your  counsel  quiet 
here  today  publicly  on  this  matter.  But  I  hope  that  you  use  that 
tool.  It  is  clearly  there,  and  I  think  there  is  a  clear  violation  of  the 
American  antitrust  laws  which  has  led  to  this  terrible  trade  imbal- 
ance that  we  have.  I  don't  think  any  other  method  is  going  to 
achieve  our  goals. 

I  wish  you  well,  and  I  want  to  be  as  optimistic  as  I  can  about 
Super  301  and  the  other  measures.  But  we  have  been  trying  to 
break  into  that  market  for  decades  with  very  little  success.  I  don't 
think  we  will  be  successful  until  you  break  down  the  monopolistic 
trust  that  exists.  There  is  no  way  to  do  it,  in  my  judgment. 

Ambassador  Kantor.  Mr.  Rogers,  we  share  your  frustration,  and 
we  are  working  as  hard  as  we  can  to  try  to  put  into  place  every 
mechanism  we  can  in  order  to  be  successful. 
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Mr.  Rogers.  Well,  let  me  congratulate  you,  too.  I  meant  to  do 
that  at  the  outset.  I  think  you  are  doing  a  great  job  in  many  re- 
spects with  a  couple  of  exceptions  that  we  may  not  agree  on.  But 
you  are  doing  a  great  job,  and  you  are  doing  it  very  efficiently.  Of 
course,  we  did  give  you  a  $550,000  supplemental  last  month  in  the 
L.A.  earthquake  bill  to  help  you  pay  last-minute  costs  GATT.  So 
you  have  had  a  net  increase  of  $200,000  or  $300,000. 

Ambassador  Kantor.  It  is  probably  even  more.  Let  me  go 
through  it,  because  I  think  it  is  important  for  the  subcommittee  to 
understand.  With  the  1993  supplemental,  which  we  really  saved 
and  carried  over  into  1994,  which  you  were  generous  enough  to 
help  us  with,  we  have  really  cut  our  budget  by  over  $1  million. 

Let  me  tell  you  where  we  spent  that  money.  Almost  $300,000 
was  spent  on  just  publishing  the  NAFTA  in  the  Federal  Register, 
making  the  supplemental  side  agreements  available  to  the  public. 
It  was  a  huge  expense  and  a  very  big  one  for  a  very  small  agency. 

Two,  our  travel  associated  with  NAFTA  and  the  Uruguay  Round 
was  another  almost  $400,000  over  and  above  what  we  would  have 
spent.  You  can  imagine  over  that  last  75  to  90  days  we  had  nearly 
the  whole  office  on  the  road  trying  to  finish  these  agreements. 

Third,  we  had  to  pay  for  locality  pay  here  in  the  United  States, 
which  you  are  well  aware  of,  about  $300  some  odd  thousand.  That 
adds  up  to  the  million  and  some  odd  $70,000  that  we  either  carried 
over  or  was  additional  to  that  supplemental.  So  that  accounts  for 
that  money. 

TEXTILES 

Mr.  Rogers.  Let  me  quickly  close  with  two  questions  about  tex- 
tiles. The  President  made  a  commitment  that  phaseout  of  the 
multi-fiber  agreement  would  be  directly  linked  with  gaining  market 
access  in  individual  countries.  You  have  mentioned  some  bilateral 
agreements.  Where  are  you  headed  in  that  respect? 

Ambassador  Kantor.  We  did  that  in  two  ways. 

One,  in  the  Uruguay  Round  itself,  there  is  a  clause  that  quota 
growth  is  tied  to  allowing  market  access.  Therefore,  you  can't  get 
quota  growth.  In  other  words,  phasing  out  the  MFA  without  it,  we 
can  enforce  it  under  the  new  dispute  settlement  mechanism. 

Number  two,  we  have  been  very  successful — with  two  or  three 
very  notable  exceptions — in  opening  up  markets  for  U.S.  textile  and 
apparel  products.  The  notable  exceptions  are  led  by  India  and  Paki- 
stan. We  have  not  been  successful  with  those  two  countries.  We  are 
going  to  have  to  continue  to  concentrate  on  that.  We  are  deeply 
concerned  about  their  clothes  markets  in  these  areas,  and  it  is 
harmful  to  the  U.S.  industry. 

Mr.  Rogers.  Well,  I  was  disappointed  that  the  final  GATT  agree- 
ment did  not  include  the  15-year  phaseout  of  the  MFA.  Some  peo- 
ple are  concerned  that  there  is  a  push  to  move  up  the  effective  date 
of  GATT  by  six  months  from  January  31st,  1995,  to  July  1st,  1995. 
Do  you  support  moving  up  the  effective  date  of  GATT  or  would  you 
support  a  delay  in  it? 

Ambassador  Kantor.  It  is  interesting,  it  was  always  designed  to 
start  January  1,  1995.  What  happened  was  that  it  appeared  that 
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the  Japanese  could  not  ratify  the  Uruguay  Round  or  the  World 
Trade  Organization  prior  to  July  1,  1995.  That  is  where  the  extra 
six  months  came  in.  Now  it  appears  that  the  Japanese  will  ratify 
the  Uruguay  Round  or  the  World  Trade  Organization  this  year.  If 
they  do,  then  the  earlier  date  would  go  into  effect,  assuming  all 
other  countries  have  ratified. 

This  is,  in  essence,  a  contract  organization.  They  all  have  to 
agree,  the  117  nations  involved  in  the  so-called  Uruguay  Round.  So 
the  United  States,  obviously,  agrees  that  the  sooner  it  goes  into  ef- 
fect, the  better. 

I  understand  that  is  of  some  concern  to  the  textile  and  apparel 
industry.  But  in  other  areas,  this  country  is  so  well-served  by  this 
Uruguay  Round  agreement  because  of  the  lowering  of  tariffs,  the 
lowering  of  nontariff  fares,  the  protection  of  intellectual  property 
and  the  new  protection  of  intellectual  dispute  settlement,  that  we 
would  welcome  an  earlier  date.  I  don't  know  if  that  is  going  to  come 
about  or  not  at  this  point. 

Mr.  Rogers.  Well,  I  hope  that  you  will  keep  in  mind  the  special 
circumstances  of  textiles  as  the  phaseout  of  the  MFA  takes  place, 
and  that  you  will  make  sure  those  individual  agreements  are 
policed  rapidly. 

Ambassador  Kantor.  You  are  right,  and  we  have. 

I  think  it  shouldn't  escape — and  I  know  it  hasn't  escaped  your  at- 
tention— the  committee's  attention  that  the  prior  administration 
not  only  had  an  MFA  10-year  phaseout  with  no  time  for — no  cir- 
cumvention language  but  was  going  for  50  percent  tariff  cuts  in 
that  period  of  time.  We  have  cut  tariffs  about  11  and  a  half  percent 
under  this  new  agreement.  We  have  anti-circumvention,  and  we 
have  tied  market  access  to  some  degree,  not  as  much  as  we  want, 
but  to  some  degree,  to  a  phase-out  effort.  That  is  a  long  way  from 
where  we  were  when  we  came  into  office. 

Mr.  Smith.  Mr.  Price,  on  the  first  round  we  were  taking  about 
five  or  six  minutes,  and  for  the  second  round,  you  may  go  on. 

NORTHERN  TELECOM 

Mr.  Price.  All  right.  I  will  ask  one  now  and  then  wait  for  the 
second  round.  I  do  have  a  fairly  lengthy  question,  but  an  important 
one,  and  so  I  appreciate  the  chance  to  bring  it  up.  It  has  to  do  with 
Canadian  trade  barriers. 

Mr.  Kantor,  welcome,  and  I  appreciate  the  chance  to  explore  this 
with  you.  I  am  concerned  about  some  guidelines  for  U.S.  Govern- 
ment support  overseas,  especially  the  Department  of  Commerce 
support,  that  appear  to  hinge  on  your  Foreign  Trade  Barriers  Re- 
port. 

The  specific  situation  I  am  dealing  with  here  involves  Northern 
Telecom.  It  is  a  Canadian  telecommunications  company  with  about 
10,000  employees  in  North  Carolina  and  about  20,000  employees 
nationwide. 

U.S.  guidelines  for  providing  assistance  clearly  say  that  the  U.S. 
has  a  national  interest  when  the  U.S.  content  of  the  goods  or  serv- 
ices exceeds  50  percent  of  their  total  value.  We  have  situations  in 
four  countries  in  recent  years  for  Northern  Telecom-submitted  bids 
that  would  have  resulted  in  significant  benefit  to  American  workers 
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and  the  American  economy,  including  my  own  district  in  North 
Carolina. 

The  four  are:  Tunisia,  where  the  products  involved  over  50  per- 
cent U.S.  content;  Greece,  about  55  percent  U.S.  content;  Saudi 
Arabia,  62  percent;  and  last  but  not  least,  Japan  at  95  percent  U.S. 
content. 

Now,  it  is  notable  that  in  Tunisia,  where  I  understand  the  local 
U.S.  officials  decided  to  provide  support,  the  bid  was  successful. 
Now,  these  other  bids  are  all  pending. 

But  the  Commerce  Department  is  pointing  to  language  in  your 
Trade  Barriers  Report  that  says,  "a  preferred  supplier  relationship 
between  Bell  Canada,  Canada's  largest  telecommunications  service 
provider,  and  Northern  Telecom,  their  largest  equipment  manufac- 
turer, constitutes  a  barrier  to  U.S.  telecommunications  equipment 
sales". 

I  am  especially  interested  in  the  importance  of  this  language  in 
view  of  your  response  to  a  recent  inquiry  by  Representatives  Din- 
gell  and  Markey  where  you  replied — and  again  I  am  quoting — "This 
preferred  supplier  relationship  between  Bell  Canada  and  its  cor- 
porate affiliate  Northern  Telecom,  both  of  which  are  privately 
owned  subsidiaries  of  Bell  Canada  Enterprises,  is  not  subject  to 
GATT  Article  3  disciplines,  nor  does  the  relationship  appear  to  be 
inconsistent  with  any  provisions  of  the  NAFTA". 

Now,  there  have  been  several  reports  in  Inside  U.S.  Trade  that 
you  wanted  to  drop  this  language  in  the  Trade  Barriers  Report,  but 
you  are  now  reconsidering  it  because  of  heavy  lobbying  by  the  Com- 
merce Department  and  perhaps  some  other  companies.  So  I  wonder 
if  you  could  tell  us  what  kind  of  process  of  consultation  you  go 
through  to  make  judgments  contained  in  the  Trade  Barriers  Report 
and  share  with  us  your  thinking  on  this  issue,  perhaps  commenting 
also  on  the  use  that  the  Commerce  Department  or  others  might  be 
making  of  this  report.  And  in  making  these  judgments  about  which 
firms  that  employ  large  numbers  of  U.S.  citizens,  what  kind  of  as- 
sistance they  are  getting  as  they  seek  to  expand  trade. 

Ambassador  Kantor.  Although  we  consider  the  preferred  sup- 
plier relationship  between  Bell  Canada  and  Northern  Telecom  a 
barrier  to  U.S.  exports,  and  it  is  appropriately  included  in  the  NTE 
or  National  Trade  Estimates  report,  not  everything  included  there 
is  actionable. 

Our  letter  that  you  have  cited  correctly  is  characteristic  of  that 
situation.  The  other  barriers  to  U.S.  trade  which  are  listed  in  that 
NTE  report  which  are  subject  to  U.S.  trade  laws  are  violations  of 
trade  treaties  or  international  obligations  that  we  would  consider 
actionable. 

Number  two,  the  Department  of  Commerce's  advocacy  guidelines 
are  something  we  are  seeking  to  address  on  an  interagency  basis. 
We  want  to  encourage  investment  in  this  country  in  the  hiring  of 
American  workers,  as  I  said  before,  I  think  earlier  to  a  question  I 
think  the  Chairman  asked  me,  in  order  to  make  this  global  econ- 
omy work  for  us  and  American  workers  and  create  more  high- 
skilled,  high-wage  jobs.  That  discussion  is  going  to  take  place  with- 
in the  Administration. 

I  can  only  tell  you  that  it  is  not  violative  of  any  international  re- 
gime or  trade  agreement  we  have  with  Canada.  We  are  trying  to 
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promote,  as  is  the  Commerce  Department,  trade  which  involves 
U.S.  workers  and  local  content  percentages,  which  you  have  cited 
in  this  case.  And  we  will  pursue  these  discussions  with  Commerce 
diligently,  and  I  would  assume  we  can  come  to  a  common  and  posi- 
tive conclusion. 

Mr.  Price.  Well,  you  say  this  arrangement — preferred  supplier 
relationship — is  not  actionable.  Couldn't  you  go  further  and  say 
that  if  other  countries  attempted  to  raise  a  similar  matter  with  us 
we  would  resist  it  very  strongly? 

U.S.  companies,  as  a  matter  of  fact,  engage  in  similar  preferred 
supplier  arrangements.  For  example,  the  relationship  between 
AT&T  and  its  integrated  supplier,  AT&T  Technologies.  Now, 
wouldn't  we,  negotiating  with  some  other  country  or  with  the  Euro- 
pean Union,  defend  such  arrangements  and  ask  them  not  to  be 
characterized  as 

Ambassador  Kantor.  AT&T  makes  its  purchases  on  a  non- 
discriminatory basis,  a  different  situation. 

Your  point  is  well- taken  and  has  obvious  importance  to  us,  not 
just  in  North  Carolina  but  in  many  other  States.  Northern  Telecom 
operates  all  over  the  United  States.  Northern  Telecom  USA  em- 
ploys I  don't  know  how  many  thousands  of  our  citizens. 

We  are  not  unaware  of  this  situation,  and  we  will  continue  to 
work  with  the  Commerce  Department,  and  I  think  we  will  be  com- 
ing to  a  satisfactory  conclusion. 

Mr.  Price.  I  certainly  hope  so,  because  we  are  dealing  here  with 
considerable  domestic  content.  We  are  dealing  with  a  company  and 
other  companies  similarly  situated  that  employ  thousands  of  Amer- 
ican workers,  and  so  it  is  a  company  we  would  normally  be  assist- 
ing. 

And  the  only  thing  in  the  way  apparently — at  least  by  some  ac- 
counts— is  this  entry  in  the  trade  barriers  port. 

Ambassador  Kantor.  Secretary  Brown  has  done  a  tremendous 
job  in  promoting  U.S.  exports,  and  I  think  this  is  a  situation  that 
can  be  worked  out  between  us  and  within  the  Administration.  We 
have  never  had  a  Secretary  of  Commerce  who  was  a  greater  advo- 
cate for  U.S.  exports  in  promoting  U.S.  companies,  and  he  has  done 
a  tremendous  job.  So  I  am  fully  confident  we  can  work  our  way 
through  this  situation. 

Mr.  Smith.  Mr.  Mollohan? 

Mr.  Price.  Good.  Thank  you,  Mr.  Chairman. 

GATT  PROVISIONS  ON  SUBSIDIES 

Mr.  Mollohan.  Thank  you,  Mr.  Chairman. 

Mr.  Ambassador,  as  I  understand,  the  new  GATT  provisions 
would  make  certain  kinds  of  subsidies  not  actionable  by  U.S.  indus- 
try, even  if  injury  were  apparent.  I  think  this  green-lighting  provi- 
sion includes  regional  development  subsidies,  subsidies  for  research 
and  applied  research. 

Ambassador  Kantor.  Basically  applied  research,  yes,  sir. 

Mr.  Mollohan.  It  also  includes  certain  kinds  of  environmental 
subsidies.  I  would  like  to  explore  with  you  the  meaning  of  that  and 
how  far  you  intend  to  go  with  that. 
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I  note  in  this  morning's  paper  that  you  and  Chairwoman  Tyson 
are  having  a  bit  of  a  disagreement  about  pursuing  an  action 
against  the  Canadian  timber  industry. 

Ambassador  Kantor.  Well,  we  aren't  having  a  disagreement. 
The  Administration  has  made  a  decision  to  file  an  extraordinary 
challenge  under  the  Free  Trade  Agreement  to  pursue  our  rights 
after  a  panel  decision  where  it  is  alleged  two  panel  members  who 
voted  against  the  position  of  the  United  States  Government,  who 
happen  to  be  of  Canadian  citizenship — either  one  or  both  worked 
for  the  Canadian  government  and/or  represented  the  soft  lumber 
industry  which  is  of  some  concern  to  us. 

Second,  we  believe  the  panel  decision  itself  substantively  is 
wrong.  The  U.S.  Government  has  agreed  to  go  forward,  and  Chair- 
woman Tyson  supports  that  position.  She  had — that  citing  of 
memorandum  sent  to  me  pointing  out  some  of  the  economic  prob- 
lems which  could  ensue  as  a  result  of  this  challenge. 

But  we  made  a  decision  because  of  the  situation  I  have  described 
to  go  forward.  There  is  no  disagreement  in  this  government  about 
going  forward  with  the  challenge.  It  was  just  a  memorandum  de- 
scribing the  economic  pros  and  cons  of  doing  so.  The  Chairwoman 
was  doing  her  usual  good  job  in  carrying  out  her  role  as  the  Chair 
of  the  Council  of  Economic  Advisors  as  she  has  always  done. 

Mr.  Mollohan.  Pointing  out  the  economic  impact  of  the  decision. 

Ambassador  Kantor.  That  is  right.  That  is  what  she  is  supposed 
to  do,  and  she  did. 

Mr.  Mollohan.  That  really  wasn't  my  main  point.  I  was  just 
wondering  if  the  article  misrepresented  itself. 

Ambassador  Kantor.  It  is  not  misrepresented.  I  think  it  is  very 
well- written.  I  think  it  is  careful  to  point  out  that  it  was  a  memo- 
randum of  economic  consequences,  not  on  the  overall  policy  ap- 
proach. 

Mr.  Mollohan.  Maybe  I  was  just  misreading  it.  But  it  talks  here 
about  the  Canadian  provincial  government's  subsidizing.  Is  that 
the  basis  for  your  action? 

Ambassador  Kantor.  Yes.  But  let  me  answer  your  question  di- 
rectly, which  is  a  good  one. 

First  of  all,  the  subsidies  discipline  on  the  Uruguay  Round  is  the 
most  stringent  subsidies  discipline  ever  in  a  multilateral  context. 

Number  two,  the  three  exceptions  which  are  so-called  green- 
lighted,  therefore  not  countervailable,  are  very  limited.  In  the  re- 
gional subsidies  which  I  think  raise 

Mr.  Mollohan.  I  am  asking  if  this  is  an  example  of  that,  the  re- 
gional subsidies? 

Ambassador  KANTOR.  It  would  not  be  green-lighted  under  this 
agreement  because  it  applies  to  a  particular  industry  in  a  particu- 
lar region.  You  can't  do  that.  It  has  to  go  across  the  whole  region 
to  be  green-lighted.  It  can't  be  to  any  particular  industry,  and  that 
is  the  difference. 

On  the  basic  and  applied  research,  we  are  the  greatest  supporter 
of  basic  and  applied  research  by  government  of  any  government  in 
the  world,  by  far.  It  has  been  enormously  important  for  the  com- 
petitiveness of  our  industry.  It  has  built  a  whole  area,  such  as  in 
North  Carolina,  of  research  institutes  which  are  the  best  in  the 
world. 
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We  did  not  want  to  threaten  our  programs,  so  what  we  did  is 
very  simple.  We  took  the  percentages,  which  were  25  percent  for 
applied  and  50  percent  for  basic,  and  moved  them  to  75  percent  for 
basic  and  50  percent  for  applied  in  order  that  our  programs  would 
not  be  threatened.  Not  to  implement  new  programs,  just  to  make 
sure  those  grants  which  have  been  so  effective,  whether  it  has  been 
Sematech  or  others,  to  keep  the  United  States  the  most  competitive 
nation  in  the  world. 

REGIONAL  SUBSIDIES 

Mr.  Mollohan.  Right.  Would  you  talk  a  little  bit  more  about  the 
regional  subsidy? 

Ambassador  Kantor.  It  is  limited.  In  other  words,  instead  of 
saying  in  a  particular  region  you  could  go  in  with  a  subsidy  and 
apply  it  to  one  industry,  say  a  steel  industry  in  the  prior  region, 
it  has  to  be  the  prior  region. 

In  Germany — I  will  just  pick  Germany  as  an  example — it  is  not 
a  fact,  I  could  pick  any  country,  you  couldn't  do  that.  The  subsidy, 
the  property,  would  have  to  go  across  the  region  as  a  generic  sub- 
sidy, not  a  particular  subsidy  to  an  industry.  That  is  the  difference. 

Mr.  Mollohan.  All  right.  Give  me  an  example  of  how  that 
works.  There  is  a  regional  province  that  has  a  steel  industry  and 
a  textile  industry. 

Ambassador  Kantor.  They  are  having  economic  problems.  You 
have  to  give  the  region  a  generic  subsidy  that  could  be  used  by  the 
region  across,  and  then,  therefore,  it  would  not  be  countervailable. 
If  it  did  not — if  it  went  to  a  particular  industry,  steel,  soft  wood 
and  lumber,  you  name  the  industry,  then  it  would  be 
countervailable. 

Mr.  Mollohan.  Okay.  But  what  is  the  distinction?  If  the  central 
government  gives  $30  million  to  a  region  to  be  distributed  among 
all  of  its  industries  and  it  takes  its  industries  and  disburses  the 
money  by  formula,  either  on  a  percentage  basis  or  based  upon  the 
gross  sales  of  the  various  industries,  then  that  would  be  okay? 

Ambassador  Kantor.  If  it  went  across  industry,  yes,  sir. 

Mr.  Mollohan.  I  understand. 

Ambassador  Kantor.  That  is  right. 

Mr.  Mollohan.  So  the  steel  industry,  for  example,  could  receive 
a  significant  subsidy.  But,  if  it  met  that 

Ambassador  Kantor.  The  generic  test,  then  it  would  not  be 
countervailable.  Correct. 

You  mentioned  a  third  one  on  the  environment.  It  is  very  limited. 
It  is  one-time,  for  equipment  on  existing  facility,  and  it  is  only  20 
percent.  It  is  a  very  small  item  but  an  important  one,  especially  for 
NAFTA. 

Mr.  Smith.  For  example,  if  a  government  cuts  electric  prices  in 
half  in  one  region  compared  to  others?  How  does  that 

Ambassador  Kantor.  It  is  interesting.  I  don't  know  the  answer 
to  your  question,  Mr.  Chairman.  No  one  has  ever  raised  that  issue. 
I  guess  TVA  could  cut  its  rates  in  certain  parts  of  Tennessee  or 
Alabama  or  the  midsouth  region. 

Mr.  Smith.  I  was  thinking  about  countries  that  own  all  electric 
facilities.  It  works  well  in  this  country,  but 
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Ambassador  Kantor.  It  could  be.  And  that  could  be  considered 
a  subsidy,  and  it  could  be  if  it  didn't  meet  the  criteria  of  both  the 
economic  situation  would  meet  the  proper  criteria  or  it  was  to  a 
particular  industry,  it  may  still  be  countervailable. 

Now  it  is  interesting,  I  am  not  sure  if  that  particular  example 
was  really  considered  in  these  negotiations.  That  is  fascinating, 
and  it  is  something  we  ought  to  get  back  to  you  on.  I  just  don't 
know  the  answer  to  your  question. 

Mr.  MOLLOHAN.  I  think  that  is  an  excellent  example.  Right  now 
you  take  the  aluminum  industry,  the  kind  of  pressure  it  is  under. 
You  could  argue  it  is  not  competitive  right  now  and  needs  that 
kind  of  a  subsidy. 

Ambassador  Kantor.  It  would  have  to  meet  some  economic  dis- 
advantaged test. 

Mr.  Mollohan.  Don't  most  of  these  areas  meet  that  test? 

Ambassador  Kantor.  It  depends  on  the  area  in  the  country,  of 
course. 

Mr.  Mollohan.  Thank  you,  Mr.  Chairman. 

Mr.  MORAN.  Thank  you,  Mr.  Chairman. 

What  is  the  status  of  your  authorization? 

Ambassador  Kantor.  We  are  going  to  ask  for  a  two-year  author- 
ization. We  don't  have  one  at  the  present  time.  We  will  ask  for  it 
in  1995  to  1996. 

Mr.  MORAN.  And  that  is  going  to  include  all  of  the  new  require- 
ments that  you  might  pick  up,  for  example,  from  the  Uruguay 
Round?  It  sets  up  a  World  Trade  Organization,  the  Uruguay 
Round? 

Ambassador  Kantor.  Yes,  yes. 

Mr.  MORAN.  And  you  would  be  the  contact  point  for  the  World 
Trade  Organization? 

Ambassador  Kantor.  Yes.  We  maintain,  as  you  know,  an  office 
in  Geneva  with  about  16  personnel.  And  our  Ambassador  there, 
former  Governor  Booth  Dardiner  of  Washington,  would  be  the  point 
of  contact. 

Mr.  Moran.  I  see.  Now,  are  any  new  responsibilities  that  you 
would  anticipate  included  in  this  budget  or  are  you  waiting  until 
you  get 

Ambassador  Kantor.  Well,  any  new  responsibilities  we  would 
have,  we  think  we  can  take  care  of  with  the  existing  office.  There 
may  or  may  not  be  any  new  requirements  in  terms  of  funding.  But 
that,  I  think,  goes  through  State's  budget,  not  through  our  budget. 

Mr.  Moran.  I  see.  That  is  what  I  was  wondering  about,  if  GATT 
is  approved  whether  that  is  going  to  cause  a  need  for  supplemental 
appropriations. 

Ambassador  Kantor.  We  are  not  sure  if  it  will  cost  more  or  not 
in  terms  of  the  new  organization.  Obviously,  it  is  expanded.  You 
have  more  countries  and  also  expanded  obligations  and  responsibil- 
ities. Whether  that  will  cost  more  or  not  I  don't  know.  But  that 
would  not  come  out  of  our  budget. 

REQUEST  TO  OMB 

Mr.  Moran.  Did  you  get  what  you  asked  for  from  OMB? 
Ambassador  Kantor.  We  are  satisfied  with  what  we  got. 
Mr.  Moran.  That  doesn't  answer  my  question  at  all. 
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Ambassador  Kantor.  I  know  it  didn't,  sir.  I  was  trying  to  be- 


Mr.  Moran.  Well,  let  the  record  show  that  if  I  had  been  able  to 
get  a  direct  answer  it  would  have  indicated  that  you  had  gotten 
what  you  requested,  so,  apparently,  there  were  no  additional  needs 
requested  for  which  OMB  did  not  provide  for. 

Ambassador  Kantor.  I  have  been  here  long  enough  to  under- 
stand this — I  think  every  agency  never  gets  as  much  as  they  re- 
quest. 

Director  Panetta  is  doing  a  terrific  job,  and  the  President  is  being 
tremendously  disciplined.  So  any  one  of  us  in  the  Cabinet  is  always 
going  to  request  more  than  we  are  going  to  get.  I  think  that  is 
proper.  I  think  we  have  enough  to  do  the  job;  and  if  we  didn't,  I 
would  go  to  the  President  and  try  to  get  more,  which  I  did  not  do. 

Mr.  Moran.  Okay.  Let  me  just  ask  Mr.  Hopkins,  is  it  a  policy 
now  you  can't  reveal  what  you  asked  of  OMB?  Because  you  used 
to  be  able  to. 

Mr.  Hopkins.  No,  it  is  not 

Mr.  Moran.  Is  that  just  discretion  of  the  Office  of  USTR? 

Mr.  Hopkins.  Discretion  of  the  office. 

Ambassador  Kantor.  It  is  my  usual  delicacy,  which  you  know  I 
am  famous  for. 

Mr.  Moran.  Well,  I  do  think  that  there  is  a  time  for  delicacy  and 
there  is  also  a  time  for  playing  hardball,  jawboning  with  countries 
that  have  not  responded  to  delicate  and  sensitive  diplomacy  in  the 
past. 

So  I  just  wanted  to  make  it  clear  that  I  think  you  have  been  con- 
ducting yourself  properly,  and  I  am  proud  of  the  way  that  USTR 
is  representing  America's  interests  abroad  in  our  trade  negotiations 
as  well  as  conflicts.  Thank  you. 

VIETNAM 

Mr.  Skaggs.  I  wanted  to  ask  you  about  Vietnam  since  things 
have  been  developing  relatively  rapidly  in  our  relationship  there 
over  the  last  few  months.  What  do  you  foresee  a  year  or  two  down 
the  road  to  be  our  trading  relationship  with  Vietnam,  and  what 
would  you  identify  as  conditions  or  qualifications  for  getting  from 
here  to  there  that  would  either  enhance  or  impede  the  process? 

Ambassador  Kantor.  First  of  all,  we  retain  considerable  lever- 
age, both  economic  and  political,  to  ensure  the  process  of  increasing 
POW-MIA  cooperation  continues.  As  you  know,  we  have  had  in- 
creasing cooperation,  but  we  still  have  a  ways  to  go.  I  think  the 
President's  step-by-step  approach  is  working  well. 

Let  me  just  mention  two  or  three  things  in  my  area  of  concern, 
and  there  are  others  as  well. 

First  of  all,  MFN  status.  Vietnam  doesn't  have  it,  and  it  has  not 
been  granted.  Number  two  would  be  GSP,  participation  in  our  gen- 
eral preferences  program.  Third,  of  course,  there  would  be  the  ac- 
cession to  the  new  World  Trade  Organization. 

All  three  are  areas  which  Vietnam  would  aspire  to.  Obviously, 
we  have  not  even  discussed  any  of  the  three  with  them,  and  I  think 
that  gives  us  some  leverage  to  ensure  that  we  have  continued  co- 
operation in  the  POW-MIA  area. 

Mr.  Skaggs.  If  things  proceed  more  or  less  ideally,  do  you  see 
those  relationships  or  those  aspects  of  the  relationship  that  you 


1021 

just  ticked  off  being  within  the  reach  of  negotiation  over  the  next 
couple  of  years  with  Vietnam?  Or  is  it  a  longer  term  process? 

Ambassador  Kantor.  I  am  not  sure.  I  think  the  timing  is  up  to 
Vietnam  and  how  they  respond  to  these  concerns,  legitimate  con- 
cerns of  the  POW-MIA  situation.  So,  therefore,  I  wouldn't  want  to 
speculate  as  to  how  long  it  would  take.  I  think  it  would  be  unfortu- 
nate if  I  did  so. 

But  I  can  tell  you  that  we  are  going  to  continue  the  step-by-step 
approach,  and  we  are  going  to  make  sure  that  the  leverage  is  main- 
tained. 

Mr.  SKAGGS.  Do  you  see  that  trade  leverage,  as  we  see  it  in 
China,  has  some  relationship  with  progress  in  democratization  and 
human  rights  issues  in  Vietnam? 

Ambassador  Kantor.  At  this  point,  of  course,  we  have  not  tied 
it  such  as  you  know.  We  have  talked  about  progress  in  the  POW- 
MIA  area,  not  in  terms  of  human  rights  concerns.  Given  my  role, 
I  am  not  aware  of  those  concerns,  except  as  a  normal  person  would 
be  reading  newspapers,  so  I  wouldn't  want  to  speak  to  those  in  an 
authoritative  manner. 

But  what  I  would  say  is  that  the  leverage  has  been  maintained. 
Our  relations  we  hope  will  build  in  a  positive  fashion.  The  Presi- 
dent has  taken  a  significant  step  but  has  not  taken  a  total  step  in 
terms  of  mobilization. 

POLICY  TOWARD  CHINA 

Mr.  Skaggs.  With  respect  to  China — I  was  interested  in — I  be- 
lieve it  was  an  NPR  report  of  last  week — the  consensus  view  at 
least  as  was  reported  in  that  story  among  dissidents  in  China  that 
we  ought  to  maintain  good  trading  relations  with  China  as  an  im- 
portant tool  in  continuing  the  liberalization  of  the  economy  and, 
therefore,  of  the  society.  I  don't  know  whether  they  came  right  out 
and  said  it  would  be  unwise  to  break  MFN,  but  that  was  certainly 
the  implication. 

This  has  to  be  one  of  the  most  confounding  balancing  acts  to  try 
to  achieve,  especially  given  our  need  for  Chinese  cooperation  on  the 
North  Korean  issue.  But  to  the  extent  that  you  can  give  us  the  ben- 
efit of  your  wisdom  as  to  how  to  strike  those  balances,  I  would  ap- 
preciate your  comments. 

Ambassador  Kantor.  It  is  difficult,  and  it  is  a  balancing  act. 

I  believe  the  first  and  central  principle  ought  to  be  one  of  engage- 
ment. I  think  it  shouldn't  escape  our  attention  that  failure  to  en- 
gage the  Chinese  would  not  be  in  the  best  interests  of  human 
rights  concerns,  proliferation,  cooperation  in  terms  of  North  Viet- 
nam and  the  concerns  we  have  with  that  regime  or  in  terms  of  in- 
creasing our  trading  relationship  with  them. 

Now,  within  that  comes  all  of  the  balancing  acts  of  the  MFN  con- 
nected with  human  rights,  our  trading  relationship,  proliferation 
and  so  on.  We  hope,  of  course,  that  the  Chinese  live  up  to  the  re- 
quirements of  the  Executive  order  issued  by  the  President  in  June, 
1993,  and  that  the  MFN  question  is  satisfied  in  June. 

I  think  Secretary  Christopher  had  testified  two  weeks  ago — I 
know  that  Tim  Wirth  did — and  indicated  that  if  the  decision  had 
to  be  made  today  we  would  find  the  Chinese  wanting  in  that  area. 
However,  there  is  plenty  of  time  for  the  Chinese  to  make  serious 
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steps  in  the  direction  of  adhering  to  the  mandates  of  that  Executive 
order,  and  so  we  are  hopeful  that  will  occur. 

In  the  meantime — I  don't  know  if  you  were  here — I  said  our  trad- 
ing relationship  was  better  in  some  aspects,  has  not  progressed  in 
others.  It  continues,  though,  to  move  forward,  and  we  have  made 
progress. 

Mr.  Skaggs.  Let  me  ask  you  to  answer  this  for  the  record,  be- 
cause I  would  appreciate  it  if  it  could  get  whatever  deliberation  you 
and  your  staff  wish  to  give  to  it. 

And  that  is,  to  state  the  Administration's  rationale  for  rebuttal 
of  the  notion  that  the  same  theory — that  is,  of  engagement  in  trade 
leading  to  liberalization  in  other  important  areas  for  us  that  ap- 
plies in  China — does  not  also  apply  under  current  circumstances  in 
Cuba,  given  the  issues  that  continue  to  present  themselves  relative 
to  U.S.-Cuban  relations  and  the  evolution  we  hope  for  of  freer  poli- 
tics down  there.  I  would  rather  have  thoughts  on  the  record  for 
that,  rather  than  extemporaneous,  if  that  is  okay. 

Ambassador  Kantor.  I  will  provide  those  for  the  record,  but  let 
me  just  note  that  this  is  in  the  province  of  the  Secretary  of  State, 
not  the  United  States  Trade  Representative.  But  we  would  be  glad 
to  pass  this  on  and  make  sure  you  get  an  answer. 

Mr.  Skaggs.  I  will  probably  ask  him,  too. 

Ambassador  Kantor.  But  there  are  serious  and  I  think  profound 
differences,  this  is  a  difference  with  a  distinction  between  Cuba 
and  China,  and  we  will  be  glad  to  supply  that  for  the  record. 

[The  information  follows:] 

As  I  stated  in  my  testimony,  your  question  is  more  appropriately  directed  to  the 
State  Department.  Our  policies  toward  Cuba  and  China  are  established  based  on 
numerous  considerations.  Among  those  are  Congressional  sentiment,  such  as  that 
expressed  through  the  Cuba  Democracy  Act  and  the  annual  debate  involving  MFN 
renewal  for  China. 

ENVIRONMENTAL  TRADE 

Mr.  Skaggs.  Last  question,  at  least  for  this  round  for  me.  I 
would  appreciate,  again,  your  big-picture  treatment  of  prospects  for 
a  green  round  of  negotiations  and  how  we  deal  with  the  interim  pe- 
riod, however  long  that  may  be,  and  the  contentiousness  of  environ- 
mentally-related matters  as  they  impact  on  trade. 

Ambassador  Kantor.  We  have  a  general  agreement  among  all  of 
the  countries,  a  Committee  on  Trade  and  Environment  being  set  up 
under  the  new  World  Trade  Organization.  This  is,  as  you  know,  the 
U.N.  initiative  and  one  that  has  now  been  accepted  by  the  117  na- 
tions. 

There  is  still  some  grousing  on  the  part  of  some  of  the  countries 
who  just  don't  want  to  respond  because  of  what  the  President  did 
in  NAFTA  with  the  help  of  the  Congress  and  because  of  our  push 
in  the  Uruguay  Round  for  a  Committee  on  Trade  and  Environment 
to  result  in  the  new  World  Trade  Organization,  because  of  our  con- 
tinuing push  in  the  GATT  as  it  exists  today  to  address  environ- 
mental issues,  we  are  making  progress.  We  still  have  a  long  way 
to  go. 

And  we  want  to  continue  to  be  absolutely  vigilant  to  make  sure 
trade  and  the  environment  are  connected  in  order  to  make  real 
progress  in  the  future  for  sustainable 
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Mr.  Skaggs.  Is  there  some  sort  of  moratorium  on — contested 
under  current  GATT  rules  environmental  regulation  impacts  on 
trade?  Or  is  there  some  prospect  for  that?  Or  are  we  going  to  just 
go  as  best  we  can? 

Ambassador  Kantor.  There  is  no  moratorium.  We  made  some 
changes  in  the  sanitary,  phytosanitary  rules  that  were  expressed  in 
the  original  Dunkel  Text  that  are  in  our  interests,  including  allow- 
ing the  U.S.  to  set  its  own  standards  and  to  allow  for  higher  stand- 
ards and  international  standards,  both  of  which  are  critical 
changes  that  were  not  in  the  original  text. 

This  is  going  to  be  a  continual  battle  over  the  next  number  of 
years.  But  we  have  made  some  progress,  and  we  are  going  to  con- 
tinue to  push  for  it.  Nothing  could  be  more  in  the  interests  of  all 
of  us  on  this  globe  than  to  make  sure  that  we  tie  trade  and  the 
environment  together. 

Mr.  Skaggs.  Are  there  any  major  disputes  working  their  way 
through  the  GATT  dispute  resolution  process  affecting  us? 

Ambassador  Kantor.  You  mean  in  the  environmental  area? 

Mr.  Skaggs.  Yes,  yes.  I  should  know  this. 

Ambassador  Kantor.  The  tuna  dolphin  issue  is  pending.  I  don't 
think  there  is  any  other,  and  if  there  are,  I  will  get  back  to  you. 
But  I  don't  think  so. 

Mr.  Skaggs.  Thank  you. 

Thanks,  Mr.  Chairman. 

Mr.  Price  [presiding].  Mr.  Kolbe. 

NAFTA  AND  LATIN  AMERICA 

Mr.  Kolbe.  Thank  you,  Mr.  Chairman,  again. 

Mr.  Ambassador,  since  we  were  limited  in  the  first  round  to  five 
minutes,  I  didn't  really  have  time  to  say  how  much  I  appreciated 
your  leadership  on  NAFTA  and  on  GATT.  And  I  really  want  to 
commend  you  and  your  office  and  your  staff  for  the  terrific  job  that 
was  done  on  that.  I  certainly  believe  that  NAFTA  will  prove  to  be 
a  tremendous  benefit  to  this  country.  Perhaps  even  more  than  its 
economic  benefits  will  be  symbolically  what  it  does  in  terms  of  es- 
tablishing a  direction  for  us. 

On  the  question  of  NAFTA,  does  the  Administration  have  any 
plans  about  accession  of  other  countries  to  NAFTA,  particularly 
Latin  American  countries  to  NAFTA?  And  is  that  reflected  at  all 
in  your  budget?  Any  money  for  negotiations  for  that  or  any  plans 
within  the  coming  fiscal  year? 

Ambassador  Kantor.  We  are  going  to  take  this  in  phases  and 
look  to  a  building-block  approach. 

First  of  all,  we  have  to  establish  rules  of  accession  and  the  proc- 
ess of  accession,  working  with  Canada  and  Mexico.  We  are  in  the 
middle  of  that  process  now. 

Secondly,  in  terms  of  Latin  America,  we  view  it  as  an  enormous 
opportunity  for  the  United  States  and  our  workers  and  our  busi- 
nesses— 460  million  people,  the  second  fastest  growing  economic  re- 
gion in  the  world,  very  rapidly  growing  middle  class. 

The  President  has  already  indicated  that  he  believes  Chile 
should  be  the  first  country  to  be  negotiated  with  with  regard  to  ac- 
cession to  the  NAFTA. 

Mr.  Kolbe.  Do  you  see  a  time  frame  for  that? 
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Ambassador  Kantor.  It  has  not  been  established  yet,  and  we  are 
working  with  the  Canadian  and  Mexican  Governments  to  begin  to 
deal  with  a  time  frame.  We  have  had  informal  discussions  with  the 
Chilean  Government  and  will  continue  to  do  so. 

What  they  have  accomplished  here  economically  and  politically  is 
nothing  short  of  amazing.  Last  year,  they  had  10  percent  growth, 
4  percent  unemployment,  a  trade  surplus  and  a  budget  surplus.  We 
all  could  hope  for  the  same  out  of  our  country  in  the  near  future. 

So  we  are  working  with  Chile,  but  we  have  also  had  meetings 
with  the  Argentinean  Government,  the  Venezuelan  Government, 
the  Brazilian  Government.  We  are  talking  to  a  number  of  countries 
in  the  region. 

Countries  in  the  region  are  in  different  stages  of  development. 
Some  have  not  addressed  the  bilateral  investment  treaties  or  intel- 
lectual property  requirements  that  we  have  met  with  other  coun- 
tries in  the  region;  some  have.  Countries  like  Chile  have  advanced 
quite  rapidly. 

So  it  would  just  be  a  matter  of  looking  at  each  country  on  an  in- 
dividual basis. 

Mr.  Kolbe.  When  you  talk  about  conversations  with  Canada  and 
Mexico  over  what  process  will  be  followed,  are  we  talking  about 
some  kind  of  formal  agreement  here  or  what  is  involved  in  this? 

Ambassador  Kantor.  Right  now,  we  are  talking  about  no  formal 
agreement,  but,  obviously,  we  have  to  have  some  discussion  if  we 
are  going  to  have  NAFTA  accession  with  our  NAFTA  partners.  We 
have  not  discussed  who  would  be  the  lead  negotiator,  how  that 
would  be  maintained,  what  would  be  the  criteria. 

I  would  only  note  that  the  U.S.  is  by  far  the  largest  market  in 
the  hemisphere.  It  is  this  market  that  is  so  critical  to  nearly  every 
country,  including  Mexico  and  Canada,  in  the  hemisphere,  if  not 
every  country.  Therefore,  we  are  going  to  insist  that  we  retain 
great  influence  over  how  NAFTA  proceeds. 

Mr.  Kolbe.  Again,  pursuing  that  line,  the  issues  that  you  need 
to  resolve  with  Mexico  and  Canada  are  who  will  be  lead  negotiator, 
and  the  criteria  for  a  country  to  be  accepted  for  accession? 

Ambassador  Kantor.  Yes.  Generally  speaking,  what  would  be 
the  criteria,  when  we  would  begin  negotiations  first,  although  the 
President  has  indicated  as  far  as  he  is  concerned  we  should  start 
with  Chile.  That  has  not  been  opposed  by  either  Canada  or  Mexico, 
but  it  has  not  been  a  matter  of  governmental  policy  either.  So  there 
are  a  number  of  things  to  determine  as  we  proceed. 

In  our  meeting  in  Mexico  City  in  January,  that  was  part  of  the 
agenda.  We  talked  about  the  particular  concerns  we  should  address 
mutually  and  we  are  doing  that  now. 

Mr.  Kolbe.  Well,  I  was  just  trying  to  get  some  feel  for  what  the 
signal  might  be  to  a  country  like  Chile  who  we  know  is  waiting 
anxiously  for  that  signal  to  proceed  with  some  kind  of  a  formal 
process  of  accession  here. 

Ambassador  Kantor.  I  leave  tomorrow  afternoon  for  Chile,  rep- 
resenting the  President  at  the  inauguration  of  the  new  president, 
and  look  forward  to  my  discussions  there  with  the  new  govern- 
ment. 
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ANTIDUMPING  LAWS 


Mr.  Kolbe.  Thank  you,  Mr.  Ambassador. 

Changing  the  subject  slightly,  back  to  an  issue  that  we  were  dis- 
cussing before  but  in  a  more  general  way.  I  am  very  concerned  that 
other  countries  are  copying  our  antidumping  laws,  and  I  think  that 
the  statistics  bear  me  out  that  the  U.S.  now  is  becoming  the  target 
now  of  antidumping  actions  by  other  countries. 

Do  you  find  this  a  matter  of  some  concern — their  theory,  mis- 
guided theory — but  then  I  thought  our  actions  have  often  been  mis- 
guided as  well.  What  is  good  for  the  goose  is  good  for  the  gander. 
We  are  going  to  find  ourselves  the  target  more  often  of  these  anti- 
dumping actions  which  I  think  are  often  just  thinly  disguised  pro- 
tectionist measures. 

Ambassador  Kantor.  The  Uruguay  Round  is  tremendously  help- 
ful in  that  regard.  On  the  one  hand,  it  really  adopts  our  concept 
of  antidumping,  countervailing  duties,  both  procedurally  and  sub- 
stantively. So,  therefore,  we  are  more  protected  now  under  the  new 
World  Trade  Organization  than  we  were  before. 

Number  two,  the  transparency  and  due  process,  which  is  part  of 
our  procedure,  has  now  been  adopted  by  the  new  World  Trade  Or- 
ganization. That  is  enormously  important  to  us.  So  on  one  hand  we 
preserved  our  law,  but  now  it  has  been  written  largely  into  the 
World  Trade  Organization,  and  I  think  that  is  only  in  our  best  in- 
terest. 

Do  I  concern  myself  with  that?  Of  course.  It  is  more  than  just 
antidumping  actions  against  the  United  States.  They  are  Japan 
versus  China  and  Europe  versus  some  of  the  eastern  countries, 
former  Soviet  bloc  countries  and  so  on.  All  that  has  occurred  with 
greater  frequency  in  the  world.  I  think  the  new  World  Trade  Orga- 
nization rules  and  procedures  in  this  area  will  be  helpful  in  that 
regard. 

TIED  AID 

Mr.  KOLBE.  Can  you  tell  me  what  is  the  philosophy  of  the  Ad- 
ministration or  the  purpose  of  the  Tied  Aid  program?  Is  it  to  ex- 
pand our  markets  overseas  or  is  it  to  try  to  end  what  I  think  is 
a  very  negative  practice  of  Tied  Aid  by  other  countries? 

Ambassador  Kantor.  Both.  We  have  been  the  victims  of  Tied  Aid 
programs  for  years  carried  on  by  other  countries.  What  we  have 
done  is  not  carried  on  those  programs  ourselves,  to  the  detriment 
of  U.S.  businesses.  What  we  have  done  is  take  a  very  modest  step 
in  that  direction  by  putting  a  Tied  Aid  basket  in  place  with  a  cer- 
tain amount  of  money  in  order  to  engage  in  that  program. 

What  we  would  hope,  of  course,  is  that  we  could  end  Tied  Aid 
around  the  world.  We  think  that  is  probably  at  the  present  time 
naive,  and  so  we  thought  it  would  be  in  the  best  interest  of  U.S. 
businesses  and  our  advocacy  for  them  if  we  had  at  least  a  small 
program  that  they  could  take  advantage  of  in  this  regard. 

Mr.  Kolbe.  Well,  it  seems  to  me  to  be  one  thing  to  say  we  are 
going  to  combat  the  use  of  Tied  Aid  by  using  it  as  a  weapon  to  do 
so.  It  is  another  thing  to  jump  on  the  merry-go-round  and  say  we 
are  going  to  adopt  this  program  ourselves  and  use  it  as  a  tool.  I 
am  not  sure  just  which  direction  you  really  see  us  going  on  that. 
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Ambassador  Kantor.  I  think  the  former  rather  than  the  latter. 

Mr.  Kolbe.  I  am  pleased  to  hear  that.  I  certainly  hope  that  is 
the  case. 

As  you  know,  I  think  60  plus  Members  of  Congress  have  sent  a 
letter  to  the  President  asking  for  a  moratorium  on  challenges  to 
the  country's  environmental  laws  under  the  new  World  Trade  Or- 
ganization, because  of  the  fear  that  our  laws  will  come  under  pres- 
sure to  be  changed  due  to  a  lack  of  scientific  basis  for  that. 

A  lot  of  environmentalists  want  no  challenges  to  our  green  laws, 
and  others  who  are  more  trade-oriented  want  no  challenges  until 
they  can  conclude  the  green  round  of  talks.  Can  you  tell  us  what 
your  thinking  is  on  this  push  for  some  kind  of  a  moratorium  on 
these  challenges? 

Ambassador  Kantor.  Given  the  fact  there  are  no  significant 
challenges  at  the  moment,  we  have  no  plans  to  do  that  at  this  time. 

Second,  I  think  because  of  the  changes  we  made  in  the  language 
of  the  sanitary  and  phytosanitary  sections  of  the  Uruguay  Round, 
which  I  was  just  discussing  with  Mr.  Skaggs — 

Mr.  Kolbe.  I  apologize  if  I  missed  that. 

Ambassador  Kantor.  No.  We  believe  we  are  protected  from  un- 
reasonable, unwarranted  challenges  to  our  environmental  laws 
under  the  new  World  Trade  Organization.  Obviously,  with  some 
presumption  that  this  will  go  into  effect  at  latest  July  1,  1995, 
probably  go  into  effect  January  1,  1995,  I  think  most  countries  are 
holding  off  filing  any  challenges,  waiting  for  the  implementation  of 
the  new,  more  effective  dispute  settlement  mechanism. 

ADEQUACY  OF  BUDGET  REQUEST 

Mr.  Kolbe.  I  would  just  note  for  the  record  that  this  is  like  anti- 
dumping. It  is  a  two-edged  sword — we  can  find  ourselves  being  the 
victim  of  this  being  used  against  us  in  these  areas  as  well  as  our 
trying  to  use  it  to  enforce  our  own  environmental  standards. 

I  did  say  I  would  have  a  question  about  your  budget.  I  am  con- 
cerned with  what  I  see  on  the  horizon  for  you  in  the  area  of 
NAFTA  and  GATT  particularly,  implementation,  the  continuing 
saga  of  the  Japan  talks,  China  MFN,  NAFTA  accession  perhaps. 
Do  you  really  think  you  have  a  budget  adequate  to  do  this  or  are 
we  likely  to  see  another  supplemental? 

Ambassador  Kantor.  I  think  we  can  handle  it  without  another 
supplemental. 

Let  me  explain  that.  We  have  done  a  terrific  job  in  saving  money. 
No  one  flies  first  class.  We  use  our  frequent  flyer  mileage  very 
carefully.  We  all  fly  coach  to  Europe.  We  save  money  on  our  rent. 
We  have  gotten  rid  of  cars.  We  have  made  sure  we  handle  our  per- 
sonnel and  attrition  hiring  in  a  way  that  makes  sure  we  live  within 
a  very  modest  budget.  John  Hopkins  deserves  a  great  deal  of 
praise,  as  does  Tom  Nides,  our  Chief  of  Staff,  to  make  sure  that 
worked  well. 

But,  I  don't  think  we  will  need  a  supplemental  to  do  our  work 
in  a  professional  way  this  year.  I  just  don't  see  that  happening.  I 
think  the  extraordinary  costs  associated  with  finishing  the  Uru- 
guay Round  and  NAFTA  and  the  printing  costs  and  so  on,  plus  the 
advent  of  the  new  locality  pay  which  we  didn't  expect,  all  proceeded 
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to  make  it  more  difficult  for  a  very  small  agency.  It  is  much  easier 
to  absorb  in  a  larger  agency. 

We  are  not  griping.  We  like  the  lean  and  mean  approach  to  life, 
and  we  hope  to  continue  in  that  vein. 

Mr.  KOLBE.  I  particularly  understand  the  reasons  for  the  extraor- 
dinary printing  costs  and  travel  associated  with  GATT  and 
NAFTA.  But  I  guess  I  am  just  worried  whether  or  not  you  have 
sufficient  personnel  to  do  all  of  the  other  things  you  are  doing.  In 
terms  of  saving  money,  they  are  really  kind  of  around  the  margins 
and  the  fringe.  Do  you  have  sufficient  personnel  to  do  all  of  the 
things  you  need  to  do? 

Ambassador  Kantor.  At  this  point,  yes.  It  is  interesting.  You 
come  here  and  the  thing  to  ask  is  to  ask  for  more,  always  ask  for 
more. 

Mr.  Kolbe.  Yes.  We  have  a  very  ambitious  trade  agenda. 

Ambassador  Kantor.  Yes  it  is  ambitious — and  it  is  growing 
every  day.  But  we  have  great  help  from  other  agencies,  tremendous 
cooperation.  The  National  Economic  Council  has  done  a  wonderful 
job  of  coordinating  need.  And,  given  that,  I  don't  think  we  need 
more  people. 

Mr.  Kolbe.  Thank  you,  Mr.  Chairman. 

Mr.  Price  [presiding].  Let  me  just  pursue  that  line  of  questioning 
a  little  bit  further.  We  are  not  trying  to  press  you  to  say  something 
that  you  don't  want  to  say  about  your  staff  capacities  and  your  re- 
sources and  so  forth.  But  there  have  been  reports  that  people  in- 
volved in  trade  policy,  in  your  office  and  in  others,  have  said  that 
there  is  a  lack  of  adequate  staff  and  funding  at  USTR  to  pursue 
matters  that  really  might  well  be  pursued. 

A  report  in  The  New  York  Times  last  year,  November  1st,  1993, 
you  probably  remember  said  that  the  small  staff  forces  the  agency 
to  pick  and  choose  which  foreign  trade  barriers  to  challenge,  with 
some  matters  being  postponed  for  months  or  years.  A  former  Dep- 
uty U.S.  Trade  Representative  said  that  American  officials  have 
made  contacts  on  high-profile  issues  like  the  blue  chips  and  cars 
but  lacked  the  resources  on  other  occasions.  With  more  money  and 
staff,  he  said,  we  would  have  done  more  of  it.  No  question. 

So  is  this  a  legitimate  concern?  And,  if  it  is,  if  it  has  some  valid- 
ity, to  what  extent  is  it  reflected  in  your  budget?  I  won't  press  you 
again  to  say  what  you  asked  OMB  for,  but  I  wonder,  the  bottom 
line  is,  are  there  trade  opportunities  or  are  there  trade  barriers 
that  we  fail  to  deal  with,  fail  to  respond  to,  because  of  this  lack  of 
resources? 

Ambassador  Kantor.  I  would  respond  in  two  ways,  Mr.  Price, 
and  I  appreciate  your  inquiry.  I  guess  it  is  counterintuitive,  but  let 
me  try  again. 

Number  one,  I  don't  know  how  a  President  could  have  had  a  bet- 
ter year  in  trade  than  this  President  had  in  1993.  Every  item  on 
the  agenda  that  was  articulated  and  was  committed  to  was 
achieved. 

That  is  not  just  because  of  the  U.S.  Trade  Representative's  Of- 
fice. It  is  because  of  presidential  leadership,  because  Bob  Rubin 
and  his  staff  have  done  a  wonderful  job  at  the  National  Economic 
Council.  Because  of  Secretary  Brown,  Secretary  Christopher,  Sec- 
retary Bentsen,  Secretary  Espy,  Chairwoman  Tyson,  of  all  commit- 
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ted  staff,  resources,  aid  and  assistance  working  with  us  in  order  to 
achieve  these  common  goals.  It  wasn't  just  done  by  one  office  or  by 
one  person. 

And  so  I  believe  that  is  the  way  we  can  run  government,  be  more 
efficient,  reinvent  government  the  way  the  Vice  President  has  ar- 
ticulated it  so  impressively  and  not  spend  more  money  and  not 
have  to  hire  a  lot  more  people.  There  are  tremendous  resources  in 
this  government,  very  bright,  respectable  people  who  just  aren't 
called  upon  to  get  involved  in  these  important  issues. 

If  you  look  at  everything  from  opening  up  telecommunications 
markets  in  Korea  to  finishing  the  Uruguay  Round  and  everything 
in  between,  this  Administration,  led  by  this  President,  had  a  tre- 
mendous year.  To  add  more  people  just  because  the  agenda  grows 
I  think  begs  the  question,  do  we  have  current  resources  in  all  of 
these  agencies — State,  Treasury,  Commerce,  Agriculture,  USTR, 
CEA — that,  combined  together  under  the  leadership  of  the  NEC,  an 
organization  that  didn't  exist  in  prior  administrations,  are  more 
than  adequate  to  really  get  the  job  done?  And  my  answer  is  yes. 

Mr.  Price.  Well,  I  certainly  want  to  echo  what  you  said  about 
the  good  year  we  have  had  in  trade.  I  think  it  has  been  a  wonderful 
year  in  trade,  and  I  think  you  and  those  working  with  you  across 
the  Administration  are  due  an  enormous  amount  of  credit  for  that. 

I  certainly  don't  want  to  be  understood  to  suggest  that  there 
ought  to  be  a  constant  expansion  under  way  or  a  constant  request 
for  new  funds.  I  appreciate  the  economizing  you  have  done,  and  I 
basically  approve  of  your  lean  and  mean  mode  of  operation. 

The  question  has  arisen  mainly,  as  I  understand  it,  though,  in 
terms  of  the  companies,  especially  small  companies  that  may  be  en- 
countering problems,  may  be  encountering  trade  barriers,  the  new 
reports  that  they  have  had  some  trouble  getting  an  audience,  some 
trouble  getting  assistance.  And  they  have  not  attributed  that  to 
any  bad  intent  on  your  part  but  have  simply  sometimes  had  a  long 
wait  in  line  it  appears. 

So  that  is  really  what  we  are  getting  at,  whether  the  flow  of  busi- 
ness is  being  impeded  by  personnel  shortages. 

Ambassador  Kantor.  John  Hopkins  just  pointed  out  to  me, 
which  I  think  is  relevant,  the  total  trade  budget  is  $187  million. 
If  you  take  all  of  the  departments — Agriculture,  State,  Commerce, 
USTR — together,  it  is  about  $7  million  more  I  think  than  last  year. 
Something  like  that.  So  it  has  increased.  That  is  what  I  was  trying 
to  say  in  my  own  halting  way,  that  you  have  to  look  across  the  en- 
tire government. 

This  office  was  set  up  as  a  coordinating  office.  As  you  know,  it 
started  in  1962  as  a  non-Cabinet  office.  Hale  Boggs  and  Wilbur 
Mills,  it  was  their  view  that  there  wasn't  enough  attention  paid  to 
trade  in  the  U.S.  Government.  So  the  USTR,  which  has  become 
more  and  more  operational,  still  has  become  more  coordinating 
work  with  the  NEC. 

So  I  think  we  ought  to  look,  as  I  know  you  do,  across  the  entire 
government.  Is  it  increasing?  Is  it  increasing  appropriately?  Do  we 
have  it  under  control?  Is  everyone  contributing  their  fair  share? 
And  are  we  working  together?  On  each  of  those  questions,  I  think 
the  answer  is  yes. 
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TEXTILE  AGREEMENT  WITH  CHINA 


Mr.  Price.  Well,  in  wrapping  up  here,  I  want  to  turn  to  one  spe- 
cific area  and,  first  of  all,  congratulate  you  and  also  congratulate 
Ambassador  Jennifer  Hillman  and  others  working  with  you  in  ne- 
gotiating 23  bilateral  textile  agreements  successfully.  That  is  an 
extraordinary  achievement. 

I  wonder  if  you  could  focus  here  briefly  on  the  textile  agreement 
with  China  that  has  recently  been  completed  to  stop  the  trans- 
shipment of  textiles  and  apparel.  What  is  the  nature  of  the  problem 
we  are  dealing  with  here?  How  broad  is  it?  How  does  this  agree- 
ment address  it? 

I  know  you  mentioned  this  briefly  in  an  exchange  earlier  with 
Mr.  Moran,  and  perhaps  you  could  expand  on  that. 

Ambassador  Kantor.  It  was  broad  and  pervasive.  We  hope  it  will 
be  discontinued.  China  was  using  about  25  countries  to  trans-ship 
textiles  and  apparels  into  the  U.S.  market,  avoiding  our  quota  re- 
quirements under  the  multi-fiber  arrangement.  They  were  also 
overshipping  goods,  which  would  be  locked  in  warehouses  under 
previous  administrations,  would  then  be  allowed  into  the  market. 
We  have  stopped  both,  we  believe. 

One,  we  have  made  it  clear  any  overshipped  goods  will  be  locked 
up  and  sent  back,  will  not  be  put  into  the  market.  We  have  made 
it  clear  with  the  new  agreement  with  China  that  they  will  pay  for 
past  indiscretions  by  having  no  growth  in  their  quota  in  1994  and 
only  1  percent  growth  the  next  four  years,  which  is  substantially 
less  than  the  15  percent  growth  they  have  been  experiencing  over 
the  last  few  years. 

Second,  they  have  agreed  to  anti-circumvention  language  which 
calls  for,  in  effect,  troubled  damages,  which  is  an  antitrust  concept. 
And  if  they  are  found  to  violate  three  times  we  can  reduce  that 
quota  three  times  as  a  result. 

Third,  they  have  agreed  to  put  a  cap  on  the  shipment  of  silk  ap- 
parel to  the  United  States,  which  is  helpful,  because  it  was  the 
fastest  growing  item  in  apparel  trade  with  China  and  was,  in  fact, 
beginning  to  supplant  our  own  production  of,  say,  cotton  blouses 
would  be  one  item. 

So  in  all  of  those  areas  we  have  made  great  progress.  Now,  have 
we  solved  the  problem?  We  don't  know.  We  will  have  to  see.  But 
I  can  report  to  you  that  our  Commissioner  of  Customs,  George 
Weise,  is  doing  a  wonderful  job  in  making  sure  that  we  do  proper 
investigations,  that  we  follow  up  on  those  investigations. 

We  have  had  criminal  prosecutions  and  will  continue  to  do  so.  If 
we  find  this  agreement  is  being  violated,  we  will  exercise  that  anti- 
circumvention  clause  and,  if  warranted,  will  take  further  action. 

Mr.  Price.  The  record  will  remain  open  for  the  submission  of  fur- 
ther questions,  and  we  will  have  some  more  questions.  The  Minor- 
ity may  as  well.  So  we  will  leave  the  record  open,  but  this  will  con- 
clude this  aspect  of  the  hearing. 
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Mr.  Kantor,  we  appreciate  you  and  your  associates  being  with  us 
here  today,  and  we  appreciate  your  very  fine  testimony. 

Ambassador  Kantor.  Thank  you,  Mr.  Chairman. 

[The  following  questions  were  submitted  to  be  answered  for  the 
record:] 
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House  Appropriation  Hearing 
Questions  for  the  Record  Submitted  by  Chairman  Smith 

Japan 

Question: 

What  action,  if  any,  is  Japan  preparing  to  take  against  the 
United  States  in  retaliation  to  any  action  we  may  take?  What 
options  are  available  to  Japan? 

Response: 

We  have  no  indication  at  this  point  that  Japan  is  contemplating 
retaliatory  action.   The  Motorola  Cellular  Telephone  case  was 
settled  in  a  satisfactory  way  with  Japan.   All  indications,  at 
this  point,  are  that  Japan  is  preparing  to  offer  a  package  of 
voluntary  trade  action,  aimed  at  opening  specific,  market  sectors 
by  the  end  of  March.   We  are  waiting  with  interest  to  review  this 
package. 

When  Japan  speaks  of  retaliation,  recourse  to  the  GATT  is  usually 
the  first  option  cited. 

Question: 

What  are  the  implications  of  this  "stalemate"  with  Japan  on  the 
budgetary  resources  of  the  Office  of  the  U.S.  Trade 
Representative? 

Response: 

After  the  failure  of  the  Summit  meeting  in  February  to  resolve 
outstanding  U.S.  -  Japan  trade  issues,  we  are  in  a  period  of 
reflection  on  both  sides.   On  the  U.S.  side,  we  are  looking  to 
remedies  that  fall  within  the  scope  of  U.S.  trade  laws;  the 
Japanese  are  preparing  a  "voluntary  plan"  of  trade  concessions. 

On  a  year  long  basis,  we  do  not  expect  that  this  temporary 
"stalemate"  period  will  have  any  effect  on  budgetary  resources  at 
USTR. 

Adequacy  of  FY  1995  Request 


Question: 

In  your  statement,  you  refer  to  the  USTR's  "agenda"  for  the  FY 


1032 


1994  and   FY  1995,  including  following  up  on  the  Uruguay  Round, 
building  on  the  NAFTA  agreement  with  Latin  America,  Japan,  China 
and  many  other  issues.   In  your  opinion,  does  the  FY  1995  budget 
request  for  the  Office  of  the  Trade  Representative  provide 
sufficient  resources  for  you  to  adequately  address  all  the  issues 
planned  for  the  coming  year? 

Response: 

We  have  in  FY  1995  a  heavy  agenda,  not  as  visible  as  the  1994 
one,  nonetheless  important.   It  does  include  opening  up  markets 
in  Japan  and  China.  It  involves  following  on  the  Uruguay  Round 
negotiations  and  making  sure  it  is  implemented  in  our  best 
interests  and  that  the  new  World  Trade  Organization  works 
effectively.   It  is  making  sure  that  we  build  on  the  successful 
APEC  leader  conference  held  this  past  Fall.   It  is  moving  to 
build  an  expanded  trade  base  with  Latin  America.   We  also  have 
some  items  with  the  European  Union  which  we  continue  to  work  on. 

I  believe  this  request  is  adequate  to  accomplish  the  agenda  I 
have  summarized.   I  realize  that  this  agenda  means  we  will  need 
to  be  careful  with  how  we  go  about  spending  the  funds  available 
to  USTR.   We  will  continue  to  find  ways  to  reduce  operating 
expenses  and  to  improve  staff  productivity. 

Question: 

To  put  that  question  another  way,  could  you  be  more  effective  in 
addressing  your  ambitious  agenda  for  FY  1994  and  FY  1995  if  you 
had  additional  funding? 

Response: 

I  believe  that  the  funds  provided  to  us  by  the  Congress  this  year 
and  the  request  that  is  before  you  for  FY  1995  is  sufficient  to 
accomplish  the  agenda  I  have  described. 


Request  to  OMB 

Question: 

What  was  your  initial  request  to  OMB  for  FY  1995,  what  items  (if 
any)  were  eliminated  from  that  request,  and  what  will  be  the 
impact  of  those  reductions  on  your  ongoing  operations? 

Response: 

The  FY  1995  budget  request  USTR  made  to  OMB  in  September  1993 
should  be  viewed  in  the  broader  context  of  the  general  principles 
and  policies  of  the  President's  FY  1995  Budget. 
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USTR  proposed$22.6  million  and  171  Full  tome  equivalent  staff 
(including  the  equivalent  of  11  FTE  for  student  support) . 
OMB  allowed  a  total  of  $21.0  million  and  168  FTEs.   OMB  also 
allowed  $0.8  million  as  part  of  an  FY  1994  Supplemental  request. 

The  OMB  "passback"  levels  were  based  on  general  Administration 
budget  policies  which  established  funding  amounts  at  the  enacted 
FY  1994  appropriation  level,  and  staffing  amounts  at  the  FY  1994 
level  less  reductions  stemming  from  Government  -wide  252,000  FTE 
decrease.  Relative  to  these  general  policies  for  administrative 
accounts,  the  President's  Budget  treated  USTR  favorably. 

The  dollar  differences  between  what  USTR  initially  proposed  and 
the  President's  Budget  level  are  attributable  mainly  to 
differences  in  assumptions  used  for  employees  locality  pay 
raises,  for  the  Canadian  Free  Trade  Agreement  Dispute  Resolution 
expenses,  and  for  the  amount  of  administrative  savings  to  be 
achieved. 

No  specific  programs  or  activities  were  eliminated  from  USTR's 
initial  request.   USTR  will  manage  within  the  President's  Budget 
level  by  managing  priorities  and  by  continuing  its  ongoing 
program  of  belt-tightening  and  achieving  administrative  cost 
savings. 

Question: 

What  was  your  initial  request  to  OMB  for  the  supplemental  for  FY 
1995?   What  (if  any)  items  were  not  allowed  by  OMB? 

Response: 

Our  request  to  OMB  was  for  $800,000.   OMB  approved  this  request 
and  it  was  subsequently  sent  to  Congress  for  your  consideration. 


Authorization  Status 

Question: 

What  is  the  status  of  an  authorization  for  the  Office  of  the 
Trade  Representative  for  FY  1995? 


Response: 

The  Administration  will  be  proposing  a  two  year  extension  (FY 
1995  and  FY  1996)  of  USTR's  basic  authorization  for 
appropriations.   We  hope  to  have  hearings  before  the  House  Ways 
and  Means  Committee  and  the  Senate  Finance  Committee  later  this 
Spring. 
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Generalized  System  of  Preferences 


Question: 

I  understand  that  the  authorization  for  the  Generalized  System  of 
Preferences  program  expires  on  September  30,  1994.  What  would  be 
the  impact  on  your  mission  if  that  authorization  is  not  renewed? 

Answer : 

The  Administration  supports  the  long-term  renewal  of  the  GSP 
program  because  it  reflects  the  U.S.  commitment  to  an  open  world 
trading  system.   The  goals  of  the  GSP  program  are:  (1)  to  promote 
economic  development;  (2)  to  reinforce  our  trade  policy  agenda; 
and  (3)  to  help  maintain  U.S.  international  competitiveness.   The 
GSP  program  has  been  an  important  tool  to  promote  our  trade 
policy  agenda,  particularly  in  the  areas  of  worker  rights  and 
intellectual  property  protection.   The  Administration's  ability 
to  open  markets  and  to  promote  market  reform  and  trade 
liberalization  in  developing  countries  would  be  severely 
diminished  without  the  leverage  offered  by  the  GSP  program. 


Question: 

When  will  the  Administration  send  up  a  legislative  package  on  the 
GSP,  and  how  will  the  proposal  differ  from  the  existing 
authorization? 

Answer : 

The  Administration  is  in  the  final  stages  of  developing  a 
proposal  for  the  long-term  renewal  of  the  GSP  program.   The 
Administration's  renewal  proposal  will  build  on  the  existing 
strengths  of  the  GSP  program  by  seeking:  (1)  to  enhance  the 
promotion  of  our  trade  policy  agenda  by  lowering  the  thresholds 
for  product  and  country  "graduation";  (2)  to  focus  benefits  on 
the  most  needy  beneficiaries;  and  (3)  to  simplify  and  clarify  the 
GSP  review  process.   We  expect  to  forward  our  legislative  package 
to  the  Congress  shortly. 


Supplemental  Request 

Question: 

You  have  requested  a  supplemental  appropriation  for  FY  1994 
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totalling  $800,000.   We  provided  $550,000  of  that  request  in  the 
recent  supplemental  appropriations  bill  for  the  California 
earthquake.   Since  the  Congress  increased  your  original  FY  1994 
appropriation  above  the  President's  Budget  request  for  FY  1994, 
why  was  this  supplemental  necessary? 

Response: 

The  last  two  years  have  been  very  turbulent  times  for  USTR  and 
funding  needs  have  been  hard  to  assess,  given  the  variable  pace 
of  the  Uruguay  round  and  NAFTA  negotiations.   The  funds  provided 
under  the  FY  1994  supplemental  will  be  used  for  increased 
negotiator  travel  to  Japan,  China,  Latin  America  and,  for  GATT 
accession  talks,  to  the  new  republics  of  the  former  Soviet  Union. 
We  face  some  great  opportunities  in  FY  1994,  and  the  need  for 
face-to-face  negotiations  is  urgent  this  year. 

Question: 

The  supplemental  appropriations  bill  did  not  include  $250,000  of 
your  request.   These  funds  were  planned  for  the  purchase  and 
installation  of  computer  equipment  for  a  secure  Local  Area 
Network  and  electronic  cabling  capability.   Is  $250,000  the  total 
cost  of  implementing  these  systems? 

Response: 

These  funds  were  intended  for  the  installation  of  a  Classified 
Local  Area  Network  and  Electronic  Cabling  System.   We  estimate 
the  cost  of  installing  these  systems  is  $250,000.   This  a  vitally 
important  system  for  USTR  and  we  will  examine  savings 
opportunities  and  try  to  finance  the  cost  of  the  project  if 
funding  becomes  available  from  management  efficiencies  or  other 
means . 


Tied  Aid  Program 

Question: 

Included  in  your  request  is  funding  for  a  new  Tied  Aid  program, 
the  justification  state  (page  19)  this  program  is  designed  to 
give  U.S.  businesses  equal  footing  with  foreign  competitors  in 
foreign  markets.   Please  tell  us  more  about  this  program  and  this 
Office's  involvement  in  the  program.   Why  is  the  USTR  involved  in 
such  a  program? 

Response: 

Most  of  the  United  States'  major  competitors  provide 
concessionary  financing  for  capital  projects  tied  to  the  use  of 
that  country's  capital  goods  exports  in  the  execution  of  the 
project.   Since  1974,  the  United  States  has  sought  to  reduce  the 
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use  of  tied  aid  and  has  achieved  some  success.  In  1992,  the  OECD 
agreed  to  the  Helsinki  package,  which  reduced  the  use  of  tied  aid 
by: 

o    narrowing  the  countries  and  projects  in  which  it  can  be 
used; 

o     increasing  to  3  5  percent  the  minimum  subsidy  tied  aid  is 
required  to  provide; 

Despite  the  Helsinki  Package's  new  restrictions,  there  are  still 
about  $6  billion  in  annual  tied  aid  commitments. 

The  Tied  Aid  program  is  based  on  recommendations  of  the  Trade 
Policy  Coordinating  Committee.   The  USTR  budget  includes  $228,000 
for  Tied  Aid.   While  our  contribution  is  small,  it  is  important 
to  do  since  Tied  Aid  contributes  to  USTR's  broader  objectives  of 
reducing  barriers  to  competition  and  of  opening  foreign  markets 
to  U.S.  businesses. 

Question: 

What  is  the  total  amount  requested  in  this  budget  for  the  Tied 
Aid  program,  and  how  will  those  funds  be  used?  What  other 
agencies  are  participating  in  this  program,  and  what  are  their  FY 
1995  budget  requests  for  this  program? 

Response: 

USTR's  budget  includes  $228,000  for  Tied  Aid.   These  funds  will 
be  transferred  to  the  Export-Import  Bank.   The  Bank  is  the  focal 
point  for  the  program.   There  are  7  other  contributing  agencies: 

OPEC  Trade  Development  Agency 

USTR  State  Department 

SBA  Commerce  Department 

Energy  USDA 

Question: 

Is  this  amount  a  pass  through  to  some  other  agency,  and  why  can't 
these  funds  be  appropriated  to  that  agency? 

Response: 

The  funds  will  be  transferred  to  the  Export-Import  Bank.   The 
President  approved  the  program  that  was  to  be  financed  from 
across-the-board  reductions  in  Federal  Trade  and  export  agencies. 

This  effort  provides  for  broad-based  support  for  the  program  and 
directly  involves  agencies  with  trade  and  export  related 
missions. 
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Question: 


The  conclusion  of  the  Uruguay  Round  will  lead  to  (upon  enactment 
of  enabling  legislation)  the  creation  of  a  new  World  Trade 
Organization.   Your  statement  refers  to  the  USTR's  involvement  in 
this  organization.   Please  tell  the  Subcommittee  more  about  how 
this  organization  will  be  structured?  What  will  be  the  U.S. 
contributions  to  the  costs  of  running  the  WTO,  and  how  will  those 
funds  be  budgeted  in  FY  1995? 

Response: 

The  structure  of  the  WTO  is  set  forth  in  Part  II,  Article  IV  of 
the  Uruguay  Round  Final  Act.   A  copy  is  attached.   A  budget  for 
the  WTO  has  not  yet  been  developed.   The  U.S.  contributions  to 
the  WTO  would  be  budgeted  through  the  Department  of  State's 
budget  for  international  organizations. 

Question: 

What  support  will  the  Office  of  the  Trade  Representative  provide 
to  the  WTO?   What  amount  is  included  in  this  budget  for  that 
support? 

Response : 

USTR  will  provide  no  direct  financial  support  to  the  WTO.   All 
funding  will  be  through  the  Department  of  State's  normal 
procedures  for  funding  contributions  to  international 
organizations.   While  USTR's  activities  are  significantly 
involved  in  participation  of  the  GATT  and,  in  the  future,  the 
WTO,  no  amount  for  support  is  included  in  this  budget. 

Question: 

Which  countries  will  be  members  of  the  WTO?   What  will  be  the 
process  for  other  countries  to  apply  to  the  WTO? 

Response: 

There  are  currently  117  parties  to  the  GATT,  and  an  additional  22 
countries  are  in  various  stages  of  acceding  to  the  GATT.   Lists 
of  these  countries  are  attached.   Each  GATT  party  must  agree  to 
join  the  WTO  at  the  time  of  the  Ministerial  meeting  at  Marrakech 
in  April  and  then  complete  its  domestic  ratification  process. 
Also  at  Marrakech,  the  Ministers  are  expected  to  agree  to  a 
decision  that  will  set  forth  the  procedures  for  future  accessions 
to  the  WTO.   All  accessions  will  be  subject  to  approval  by  a  two- 
thirds  majority  of  the  members  of  the  WTO. 
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3.  The  agreements  and  associated  legal  instruments  included  in  Annex  4  (hereinafter  referred  to  as 
"Plurilateral  Trade  Agreements")  are  also  pan  of  this  Agreement  for  those  Members  that  have  accepted 
them,  and  are  binding  on  those  Members.  The  Plurilateral  Trade  Agreements  do  not  create  either  obligations 
or  rights  for  Members  that  have  not  accepted  them. 

4.  The  General  Agreement  on  Tariffs  and  Trade  in  Annex  1 A  (hereinafter  referred  to  as  "GATT  1994") 
is  legally  distinct  from  the  General  Agreement  on  Tariffs  and  Trade,  dated  30  October  1947,  as  subsequently 
rectified,  amended  or  modified  (hereinafter  referred  to  as  "GATT  1947"). 


Article  III 
Functions  of  the  MTO 

1.  The  MTO  shall  facilitate  the  implementation,  administration,  operation,  and  further  the  objectives, 
of  this  Agreement  and  of  the  Multilateral  Trade  Agreements,  and  shall  also  provide  the  framework  for  the 
implementation,  administration  and  operation  of  the  Plurilateral  Trade  Agreements. 

2.  The  MTO  shall  provide  the  forum  for  negotiations  among  its  Members  concerning  their  multilateral 
trade  relations  in  matters  dealt  with  under  the  agreements  in  the  annexes  to  this  Agreement.  The  MTO  may 
also  provide  a  forum  for  further  negotiations  among  its  Members  concerning  their  multilateral  trade  relations, 
and  a  framework  for  the  implementation  of  the  results  of  such  negotiations,  as  may  be  decided  by  the 
Ministerial  Conference. 

3.  The  MTO  shall  administer  the  Understanding  on  Rules  and  Procedures  Governing  the  Settlement 
of  Disputes  in  Annex  2  to  this  Agreement. 

4.  The  MTO  shall  administer  the  Trade  Policy  Review  Mechanism  provided  for  in  Annex  3  to  this 
Agreement. 

5.  With  a  view  to  achieving  greater  coherence  in  global  economic  policy-making,  the  MTO  shall  coop- 
erate, as  appropriate,  with  the  International  Monetary  Fund  and  with  the  International  Bank  for  Reconstruction 
and  Development  and  its  affiliated  agencies. 


Article  IV 
Structure  of  the  MTO 

1.  There  shall  be  a  Ministerial  Conference  composed  of  representatives  of  all  the  Members,  which 
shall  meet  at  least  once  every  two  years.  The  Ministerial  Conference  shall  carry  out  the  functions  of  the 
MTO,  and  take  actions  necessary  to  this  effect.  The  Ministerial  Conference  shall  have  the  authority  to  take 
decisions  on  all  matters  under  any  of  the  Multilateral  Trade  Agreements,  if  so  requested  by  a  Member,  in 
accordance  with  the  specific  requirements  for  decision-making  in  this  Agreement  and  in  any  Multilateral 
Trade  Agreement. 

2.  There  shall  be  a  General  Council  composed  of  representatives  of  all  the  Members,  which  shall  meet 
as  appropriate.  In  the  intervals  between  meetings  of  the  Ministerial  Conference,  its  functions  shall  be 
conducted  by  the  General  Council.    The  General  Council  shall  also  carry  out  the  functions  assigned  to  it 
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by  this  Agreement.  The  General  Council  shall  establish  its  rules  of  procedure  and  approve  the  rules  of 
procedure  for  the  Committees  provided  for  in  paragraph  7. 

3.  The  General  Council  shall  convene  as  appropriate  to  discharge  the  responsibilities  of  the  Dispute 
Settlement  Body  provided  for  in  the  Understanding  on  Rules  and  Procedures  Governing  the  Settlement  of 
Disputes  in  Annex  2.  The  Dispute  Settlement  Body  may  have  its  own  chairman  and  shall  establish  such 
rules  of  procedure  as  it  deems  necessary  for  the  fulfilment  of  those  responsibilities. 

4.  The  General  Council  shall  convene  as  appropriate  to  discharge  the  responsibilities  of  the  Trade  Policy 
Review  Body  provided  for  in  the  Trade  Policy  Review  Mechanism  in  Annex  3.  The  Trade  Policy  Review 
Body  may  have  its  own  chairman  and  shall  establish  such  rules  of  procedure  as  it  deems  necessary  for  the 
fulfilment  of  those  responsibilities. 

5.  There  shall  be  a  Council  for  Trade  in  Goods,  a  Council  for  Trade  in  Services  and  a  Council  for 
Trade-Related  Aspects  of  Intellectual  Property  Rights  (TRIPS),  which  shall  operate  under  the  general  guidance 
of  the  General  Council.  The  Council  for  Trade  in  Goods  shall  oversee  the  functioning  of  the  Multilateral 
Trade  Agreements  in  Annex  I  A,  the  Council  for  Trade  in  Services  shall  oversee  the  functioning  of  the 
Multilateral  Trade  Agreement  in  Annex  IB,  and  the  Council  for  Trade-Related  Aspects  of  Intellectual  Property 
Rights  shall  oversee  the  functioning  of  the  Multilateral  Trade  Agreement  in  Annex  1C.  These  Councils 
shall  carry  out  the  functions  assigned  to  them  by  their  respective  agreements  and  by  the  General  Council. 
They  shall  establish  their  respective  rules  of  procedure  subject  to  the  approval  of  the  General  Council. 
Membership  in  these  Councils  shall  be  open  to  representatives  of  all  Members.  These  Councils  shall  meet 
as  necessary  to  carry  out  their  functions. 

6.  The  Council  for  Trade  in  Goods,  the  Council  for  Trade  in  Services  and  the  Council  for  Trade-Related 
Aspects  of  Intellectual  Property  Rights  shall  establish  subsidiary  bodies  as  required.  These  subsidiary  bodies 
shall  establish  their  respective  rules  of  procedure  subject  to  the  approval  of  their  respective  Councils. 

7.  The  Ministerial  Conference  shall  establish  a  Committee  on  Trade  and  Development,  a  Committee 
on  Balance-of-Paymeots  Restrictions  and  a  Committee  on  Budget,  Finance  and  Administration,  which  shall 
carry  out  the  functions  assigned  to  them  by  this  Agreement  and  by  the  Multilateral  Trade  Agreements,  and 
any  additional  functions  assigned  to  them  by  the  General  Council,  and  may  establish  such  additional 
Committees  with  such  functions  as  it  may  deem  appropriate.  As  part  of  its  functions,  the  Committee  on 
Trade  and  Development  shall  periodically  review  the  special  provisions  in  the  Multilateral  Trade  Agreements 
in  favour  of  the  least-developed  countries  Members  and  report  to  the  General  Council  for  appropriate  action. 
Membership  in  these  Committees  shall  be  open  to  representatives  of  all  Members. 

8.  The  bodies  provided  for  under  the  Plurilateral  Trade  Agreements  shall  carry  out  the  functions  assigned 
to  them  under  those  Agreements  and  shall  operate  within  the  institutional  framework  of  the  MTO.  These 
bodies  shall  keep  the  General  Council  informed  of  their  activities  on  a  regular  basis. 


Article  V 
Relations  with  other  Organizations 

1.         The  General  Council  shall  make  appropriate  arrangements  for  effective  cooperation  with  other 
intergovernmental  organizations  that  have  responsibilities  related  to  those  of  the  MTO. 
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Countries  in  the  Process  of  Acceding  to  the  GATT 

Albania  Algeria 

Armenia  Belarus 

Bulgaria  China 

Croatia  Ecuador 

Estonia  Honduras 

Jordan  Latvia 

Lithuania  Moldova 

Mongolia  Nepal 

Panama  Russia 

Saudi  Arabia  Slovenia 

Taiwan  Ukraine 


Enforcement  Resources 


Question: 

Does  the  Trade  Representative  participate  in  any  process  to 
determine  the  level  of  enforcement  resources  to  be  reguested  in 
the  President's  budget? 

Response: 

The  Trade  Representative  is  responsible  for  administering 
statutes  used  to  enforce  U.S.  rights  under  trade  agreements  such 
as  Section  301  of  the  Trade  Act  of  1974,  the  Telecommunication 
Trade  Act  of  1988  and  Title  VII  of  the  Omnibus  Trade  and 
Competitiveness  Act  of  1988.   He  is,  of  course,  involved  in 
determining  the  level  of  USTR  resources  devoted  to  these 
programs . 

Question: 

Do  you  feel  that  the  FY  1995  budget  adeguately  funds  trade 
enforcement  programs  under  the  Commerce  Department  and  the 
Treasury  Department? 

Response: 

Overall,  the  President's  FY  1995  proposed  budget  provides 
sufficient  funds  to  adeguately  enforce  trade  agreements. 


Administrative  and  FTE  Reductions 

Question: 

What  has  been  the  impact  of  the  Executive  Orders  on  FTE 
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reductions  and  administrative  savings  on  the  ongoing  operations 
of  the  Office  of  the  U.S.  Trade  Representative?   Does  this  budget 
reguest  reflect  cuts  in  those  areas? 

Response : 

With  regard  to  FTE,  the  President  has  made  a  commitment  under  an 
Executive  Order  to  reduce  the  work  force  by  100,000  over  a  four 
year  period.   USTR's  share  of  this  government-wide  staff  decrease 
is  5  FTEs   —  and  we  achieved  that  by  cutting  by  5  FTE  in  FY 
1994.   This  represents  a  3  percent  cut  to  USTR  staff  resources. 
Given  the  busy  trade  agenda  we  face  through  FY  1995,  we  have  not 
budgeted  for  any  further  staff  reduction. 

As  part  of  the  President's  directive  to  reduce  administrative 
costs  by  14  percent  over  a  four  year  period  agencies  are  expected 
to  achieve  a  6  percent  cut  through  FY  1995.   USTR's  reguest  does 
reflect  the  6  percent  administrative  cut. 


CFTA  Dispute  Settlement  Expenses 

Question: 

You  are  continuing  to  reguest  funding  ($450,000)  for  continuing 
dispute  settlement  expenses  under  the  CFTA  for  cases  active  on 
December  31,  1993.   How  many  cases  were  active  at  that  point? 
How  does  that  compare  to  1992  and  1991?  How  many  disputes  have 
been  resolved  since  the  beginning  of  the  program? 

Response: 

At  the  end  of  December  1993  there  were  19  active  cases.   In 
December  1992  the  number  was  12  and  at  the  end  of  1991  the  active 
case  level  was  4. 

Since  the  beginning  of  the  program  the  number  of  disputes 
resolved  has  totaled  35. 


Question: 

Does  the  full  amount  of  $450,000  get  transferred  to  the  Commerce 
Department,  or  does  the  Commerce  Department  send  bills  to  cover 
actual  costs?   If  the  latter,  how  have  actual  costs  associated 
with  this  program  compared  to  the  amount  budgeted?   Please 
provide  a  chart  for  the  record  showing  actuals  vs.  budget  for  the 
past  three  fiscal  years. 

Response: 

The  Department  on  a  guarterly  basis  submits  a  bill  to  USTR  for 
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Chapter  19  dispute  case  expenses.   In  recent  years  the  charges 
submitted  to  USTR  have  come  close  to  budgeted  levels.   The  table 
below  compares  the  FY  1992-1994  period. 


FY1991 

FY  1992 

FY  1993 

Budgeted 

1,500,000 

125,000 

400,000 

Actual 

335,000 

107,000 

430,000 

Question: 

How  does  the  dispute  resolution  process  differ  under  NAFTA,  and 
how  are  funds  for  dispute  resolutions  under  NAFTA  being  budgeted? 


Response: 

The  dispute  resolution  process  under  the  NAFTA  is  similar  to  that 
in  the  CFTA  except  that  it  involves  three  countries  rather  than 
two.   The  Department  of  Commerce  will  be  responsible  for  handling 
dispute  resolution  costs  under  NAFTA.   USTR's  obligation  for  CFTA 
cases  ends  after  December  31,  1993.   All  new  cases  after  that 
date  will  be  assumed  by  the  Commerce  Department.   USTR  will 
reguire  funding  in  FY  1995  to  pay  for  cases  pending  on  December 
31,  1993,  but  not  yet  fully  resolved. 

Question: 

Will  FY  1995  be  the  final  year  fcr  CFTA  dispute  resolution 
funding  to  be  requested  by  USTR? 

Response: 

At  this  point  there  are  19  active  cases.   Based  on  past  history, 
we  expect  the  Commerce  will  incur  Chapter  19  costs  for  cases 
active  on  December  31,  1993,  into  FY  1996.   We  will  meet  with 
Commerce  prior  to  preparing  USTR  FY  1996  0MB  request  later  this 
summer.   If  we  need  to  budget  for  expenses  in  FY  1996,  the 
expectation  is  that  the  amount  required  will  drop  off 
significantly. 
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GATT  MEMBERSHIP 


CONTRACTING  PARTIES  TO  THE  GATT     (113) 


Antigua  and  Barbuda  (1987) 
Argentina  (1967) 
Australia  (1948) 
Austria  (1951) 
Bangladesh  (1972) 
Barbados  (1967) 
Belgium  (1948) 
Belize  (1983) 
Benin  (1990) 
Bolivia  (1990) 

Botswana  (1987) 

Brazil  (1948) 

Brunei  (1993) 

Burkina  Faso  (1963) 

Burundi  (1965) 

Cameroon  (1963) 

Canada  (1948) 

Central  African  Rep.  (1963) 

Chad  (1963) 

Chile  (1949) 

Colombia  (1981) 

Congo  (1963) 

Costa  Rica  (1990) 

Cote  d'lvoire  (1963) 

Cuba  (1948) 

Cyprus  (1963) 

Czech  Republic  (1993) 

Denmark  (1950) 

Dominica  (1993) 

Dominican  Republic  (1950) 

Egypt  (1970) 
El  Salvador  (1991) 
Fiji  (1993) 
Finland  (1950) 
France  (1948) 
Gabon  (1963) 
Gambia  (1965) 
Germany  (1951) 
Ghana  (1957) 
Greece  (1950) 


Guatemala  (1991) 
Guyana  (1966) 
Haiti  (1950) 
Hong  Kong  (1986) 
Hungary  (1973) 
Iceland  (1968) 
India  (1948) 
Indonesia  (1950) 
Ireland  (1967) 
Israel  (1962) 

Italy  (19501 
Jamaica  (1963) 
Japan  (1955) 
Kenya  (1964) 
Korea  (1967) 
Kuwait  (1963) 
Lesotho  (1988) 
Luxembourg  (1948) 
Macau  (1991) 
Madagascar  (1963) 

Malawi  (1964) 
Malaysia  (1957) 
Maldives  (1983) 
Mali  (1993) 
Malta  (1964) 
Mauritania  (1963) 
Mauritius  (1970) 
Mexico  (1986) 
Morocco  (1987) 
Mozambique  (1992) 

Myanmar  (1948) 
Namibia  (1992) 
Netherlands  (1948) 
New  Zeland  (1948) 
Nicaragua  (1950) 
Niger  (1963) 
Nigeria  (1960) 
Norway  (1948) 
Pakistan  (1948) 
Peru  (1948) 


Philippines  (1979) 
Poland  (1967) 
Portugal  (1962) 
Romania  (1971) 
Rwanda  (1966) 
Saint  Lucia  (1993) 
Saint  Vincent  (1993) 
Senegal  (1963) 
Sierra  Leone  (1961) 
Singapore  (1973) 

Slovakia  (1993) 
South  Africa  (1948) 
Spam  (1963) 
Sri  Lanka  (1948) 
Suriname  (1978) 
Swaziland  (1993) 
Sweden  (1950) 
Switzerland  (1966) 
Tanzania  (1961) 
Thailand  (1982) 

Togo  (1964) 

Trinidad  &  Tobago  (1962) 

Tunisia  (1990) 

Turkey  (1951) 

Uganda  (1962) 

United  Kingdom  (1948) 

United  States  (1948) 

Uruguay  (1953) 

Venezuela  (1990) 

Yugoslavia  (1966) 

Zaire  (1971) 
Zambia  (1982) 
Zimbabwe  (1948) 


OTHER  UR  PARTICIPANTS 

Algeria 
China 
Honduras 
Paraguay 
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Staffing  From  Other  Agencies 


Question: 

What  is  the  number  of  staff  on  loan  to  the  USTR  from  other 
Federal  agencies  as  of  March  1,  1994?   How  does  that  compare  to 
September  30,  1993?   Please  provide  for  the  record  a  chart 
showing  the  agencies  and  number  of  staff  for  each.   What 
assumptions  did  you  make  for  FY  1995  regarding  details  from  other 
agencies? 


Answer : 

As  of  March  1,  1994,  we  had  46  details  from  13  other  agencies 
assigned  to  USTR.   At  the  end  of  FY  1993,  we  had  52  details  on- 
board.  The  distribution  of  current  details  is  as  follows: 


Agency 

Number  of 
Details 

Agency 

Number  of 
Details 

Agriculture 

6 

Commerce 

4 

Defense 

1 

Labor 

2 

State 

19 

EPA 

1 

FDA 

1 

ITC 

1 

Interior 

1 

Library  of 
Congress 

1 

NASA 

1 

VOA 

1 

USIA 

1 

Total 

46 

USTR's  FY  1995  detail  assumptions  is  that  the  number  of  details 
will  remain  at  current  levels. 
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Questions  submitted  for  the  Record  By  Congressman  Rogers 

GATT  Greenlightinq/Industrv  R&D 

The  completed  GATT  negotiations  allow  for  large  government 
subsidies  for  private  research  and  development  --  up  to  75%  for 
research,  and  50%  for  pre -competitive  development. 

Question: 

How  do  these  limits  compare  to  our  competitors'  current 
practices,  namely  the  Japanese  and  Europeans?   What  industrial 
sectors  do  our  competitors  most  heavily  subsidize? 

Response : 

U.S.  support  of  technologies  relevant  to  competitive  industrial 
performance  and  economic  growth  is  mostly  in  the  form  of  R&D 
funding.   Other  countries  customarily  use  a  whole  range  of 
technology  policies  in  support  of  industry.   For  example,  Japan 
and  European  countries  (e.g.,  Germany,  France)  have  used 
government  procurement  quite  extensively  to  support  selected 
industrial  sectors.   Other  forms  of  industrial  support  include 
quasi-public  leasing  companies  that  buy  high-tech  equipment 
(e.g.,  CNC  machine  tools,  computers)  from  domestic  manufacturers 
and  lease  the  equipment  at  below-market  rates  to  domestic  users. 
Japan  has  several  such  systems . 

Large  success-dependent  loans  also  have  been  the  principal 
subsidy  mechanism  for  Airbus.   The  European  sponsors  of  Airbus 
have  given  it  large  loans  for  development  (including  tooling  and 
production  equipment  costs)  of  particular  models,  e.g.,  the  A- 
300.   These  loans  don't  have  to  be  repaid  until  Airbus  starts 
making  money  on  that  model.   This  may  take  7  to  10  years,  and  is 
a  huge  competitive  advantage;  it  not  only  saves  interest 
payments,  it  eliminates  most  of  the  risk  for  that  model. 

Because  the  U.S.  system  is  transparent,  government  R&D  funding  is 
easily  identified.   By  contrast,  it  is  difficult  to  uncover  all 
the  subsidies  which  may  be  provided  by  foreign  governments, 
especially  the  Japanese.   For  example,  some  commentators  believe 
that  Japanese  government  subsidies  for  aeronautics  have  been 
small,  but  that  is  because  they  are  not  aware  of  the  MITI 
offshoots  that  provide  success -dependent  loans  to  the  industry. 
For  example,  MITI  introduced  in  1986  a  system  whereby  loans  for 
up  to  half  the  product  development  costs  of  aircraft  projects  can 
come  from  the  government -owned  Japan  Development  Bank.   MITI  pays 
the  interests  on  the  JDB  loans  through  a  government -funded  body, 
the  International  Aircraft  Development  Fund,  and  companies  begin 
to  repay  the  loans  only  when  they  reach  the  break-even  point  on 
that  project. 
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Question: 

How  does  U.S.    government   investment   currently  compare  with  that 
of  our  competitors? 

Response : 

The  United  States  has  been  and  continues  to  be,  the  largest 
supporter  of  industrial  research  in  the  world.   In  1991,  for 
example,  the  U.S.  Government  spent  one -third  more  on  R&D  than 
Japan,  the  former  West  Germany,  the  United  Kingdom  and  France 
combined.   U.S.  non-defense  R&D  spending  exceeded  that  of  Japan, 
West  Germany,  and  the  United  Kingdom  combined.   Federal  support 
for  R&D  has  continually  increased  under  Presidents  Reagan,  Bush, 
and  Clinton.   These  figures  reflect  actual  spending,  not  indirect 
assistance  like  tax  credits. 

As  a  percentage  of  GDP,  the  United  States  spends  less  on  R&D  than 
Japan  and  Germany,  but  more  than  the  United  Kingdom  or  Canada. 
In  1991,  for  example,  we  spent  approximately  1.9  percent  of  GDP 
on  non-defense  R&D  while  Japan  and  Germany  respectively  spent  3.0 
and  2 . 7  percent .   The  United  Kingdom  and  Canada  spent  1 . 7  percent 
and  1.4  percent,  respectively,  of  their  GNP  on  non-defense  R&D. 
Because  of  the  size  of  the  U.S.  economy,  we  outspend  our 
competitors  by  a  significant  amount,  even  though  in  percentage 
terms  the  U.S.  spends  less  than  Japan  and  Germany  for  non-defense 
R&D. 

Question: 

At  what  level  will  the  U.S.  government  need  to  invest  in  private 
R&D  to  allow  us  to  remain  competitive? 

Response : 

We  are  committed  to  maintaining  U.S.  investment  in  R&D  as  a  means 
to  enhance  U.S.  competitiveness,  within  the  constraints  of  the 
budget  and  pressures  to  reduce  the  budget  deficit.   We  hope  to 
work  with  the  Congress  to  develop  bipartisan  consensus  on  the 
steps  needed  to  invest  in  our  future . 

Question: 

What  will  be  the  impact  on  U.S.  competitiveness  if  our  budget 
will  not  allow  us  to  provide  a  sufficient  level  of  investment? 

Response : 

Currently,  the  United  States  is  the  greatest  supporter  of 
industrial  research  in  the  world.   The  Administration's  FY  1995 
budget  proposes  spending  of  $71.0  billion  (facilities  excluded) 
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and  $73.0  billion  (including  facilities).   These  figures  compare 
to  $68.4  billion  and  $71.1  billion  in  FY  1994.   Adjusted  for 
inflation,  the  increase  is  about  1  percent.   Federal  support  for 
R&D  has  continually  increased  under  Presidents  Reagan,  Bush,  and 
Clinton.   We  believe  this  level  is  sufficient. 

Question: 

What  will  be  the  impact  of  such  subsidies  on  encouraging  private 
sector  investment  in  R&D? 

Response : 

The  final  Uruguay  Round  package  as  a  whole  provides  increased 
opportunities  for  U.S.  business  --  greater  market  access,  lower 
tariffs,  greater  intellectual  property  protection,  strengthened 
trade  rules  and  remedies,  and  the  extension  of  trade  rules  to 
cover  investment  practices  and  the  services  sector.   The 
completion  of  the  Uruguay  Round  represents  the  latest  step  in  a 
long-term,  bipartisan  effort  to  expand  global  trading 
opportunities  and  enhance  U.S.  competitiveness. 

U.S.  research  and  development  programs  have  contributed  to  our 
nation's  regaining  its  international  competitiveness.   These 
initiatives  are  built  as  industry-led,  merit-based, 
public/private  partnerships  that  cost-share  the  research  and 
development.   Continued  commitment  to  these  programs  is  key  to 
ensuring  our  ability  to  compete  in  the  global  marketplace. 

Question: 

Doesn't  this  institutionalize  the  "industrial  policy"  which  we 
have  criticized  our  competitors  for,  particularly  the  Japanese, 
for  years? 

Response : 

No.   The  Agreement  on  Subsidies  and  Countervailing  Measures  does 
not  institutionalize  "industrial  policy."   Rather,  the  new 
Agreement  is  necessary  to  protect  programs  that  have  long  existed 
in  the  United  States  and  have  expanded  under  Presidents  Reagan, 
Bush,  and  Clinton.   Moreover,  U.S.  negotiators  successfully 
shaped  the  new  subsidies  disciplines  and  the  accompanying  "green 
box"  to  reflect  existing  U.S.  technology  programs. 

The  completion  of  the  Uruguay  Round  represents  the  latest  step  in 
a  long-term,  bipartisan  effort  to  improve  world  trading  rules  and 
enhance  U.S.  competitiveness.   The  new  subsidies  agreement  offers 
the  promise  for  tremendous  advances  in  curtailing  the  most 
harmful  forms  of  government  subsidies;  at  the  same  time,  it  will 
permit  the  continuation  of  U.S.  technology  commercialization 
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initiatives  which  have  received  bipartisan  Congressional  support 
under  both  Republican  and  Democratic  administrations. 

This  outcome  reflects  neither  a  decision  of  the  Administration  to 
pick  industrial  "winners  and  losers,"  nor  a  retrenchment  from  our 
strong  and  longstanding  opposition  to  unfair  trade  practices. 
Instead,  from  the  vantage  of  U.S.  competitiveness,  the  agreement 
recognized  that  our  technology  policy  is  significant  and  directly 
linked  to  the  demands  and  needs  of  industry  to  promote  economic 
growth.   It  represents  the  integration  of  trade  and  technology 
policy,  an  important  facet  of  which  is  a  continued  commitment  to 
fight  unfair  subsidies  used  by  other  countries. 
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